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INTERNATIONAL AFFAIRS 


TENDENCIES OF DIVISION OF LABOR WITHIN CEMA DISCUSSED 
Warsaw SPRAWY MIEDZYNARODOWE in Polish No 8, Aug 81 ‘gigned to press Nov 81) pp 31-44 


[Article by Edward Halizak: ‘Trends in International Division of Labor Within the 
Socialist Countries" ] 


[Text] The processes of internationalization in international economic relations, 
which are manifesting themselves with particular vigor under the influence of the 
development of productive forces, depend on the expansion, in all dimensions, and 
on the intensification of the international division of labor. 


The process of the expansion of the international division of labor in the horizontal 
dimension has already been practically completed, because all of the world's countries 
have been included, to a greater or less degree, in the international division of 
labor. Such interdependencies have formed among the States participating in the 
international division of labor that the industrialized or developing countries, 
capitalist or socialist, have become the object of influence of the system of forces 
that stape, and in a certain sense, direct their economic policy on the international 
arena.! Therefore, we can speak of the existence of a world economy, defined "as a 
system which links the national economies of the individual countries that make it 
up, and their groups, and at the same time, the whole exerts an influence ci the 
functioning and growth of its individual parts. 


The second conformity--the intensification of the international division of labor in 
a vertical dimension--appeared later. The essence of this process is based on the 
fact that in addition to trade cooperation in the form of the classic exchange of 
goods and services, which heretofore has been the basis of the international division 
of labor, non-trade forms of cooperation are rapidly developing, especially since 
World War II. This is due to the fact that the basis of the present international 
division of labor is intra-branch specialization, which supplants the traditional 
inter-branch specialization, characterized by a division into raw-materials and 
industrial countries. 


An objective tendency towards intensification of international division of labor is 
not fully possible at the present stage of development of the world economy in a 
global dimension due to differences in national interests and level of economic 
development, different management goals, and the influence of many heterogeneous 
factors. In view of the above, intensification of international division of labor 
most distinct on a limited scale, mainly in the regional dimension, where to a greater 




















degree the influence of homogeneous factors appears, resulting from a closer level 

of economic development, the complementarity of economic structures, and the similar- 
ity of sociopolitical systems. It should be stressed that each time the regional 
division of labor is a reflection of the international division of labor as a whole, 
and that the differences come down to not just quantitative features, but above all, 
to qualitative features. 


Trends in Mutual Trade of CEMA Countries 


In the development of countries of the socialist community thus far, foreign trade 
remained the most important form of their economo-technical ties. This was the 
resu]t of the level of industrial development attained, the existing mechanisms of 
economic cooperation, and the functioning of the methods by which the economy was 
managed in the particular socialist countries. From the standpoint of ensuring the 
developmental needs of socialist countries, foreign trade fulfills two functions: 
it facilitates the adaptation of the structure of the generated national income to 


the consumption structure and the production needs of society, and also in¢reases 
the size of the national income.3 : 


Table 1. CEMA Share in Exports of Member-States (percent, in current pricés) 











(1) Kraj 1970 1975 197 
Y 

(2) Bulgaria 75,8 77,4 72,0 
- (3)  Czechoslowacja 64,7 66,5 57,4 
(4. Kuba 64,6 67,9 30,1 
(5) Mongolia 44 96.4 96.4 
~) NBD 68,6 69,3 79,3 
7) Polska 60,5 56,9 57,3 
(8) Rumunia 56,3 38,8 36.5 
(9) Wegry 61,8 68,5 53,2 
(ie) ZSRR 54,3 55,6 31,1 
(11) RWPG 66,1 66,0 56,0 








SOURCE: Author's calculations, based on: 1980 Statistical Yearbook of Foreign 
Trade, Warsaw, 1980, pp 63-64. 


Key: 
1. Country 7. Poland 
2. Bulgaria 8. Romania 
3. Czechoslovakia 9. Hungary 
4. Cuba 10. USSR 
5. Mongolia ll CEMA 
6. GDR 


During the 1970's CEMA's share in the trade turnovers of the individual countries 
remained at about the same level. For comparison it would be well to point out that 
during the first five years a decline in mutual turnovers was noted, which was con- 
nected with the increase in trade exchange with capitalist countries (this pertained 
particularly to Poland and Romania). 

















Table 2. CEMA Share in Total Imports of Individual Countries (percent, in current 








prices) 
(1) Kraj 1970 1975 1979 
(2) Bulgaria 73,0 78,7 . 79,5 
(3) “zechoslowacja 63,8 65,6 67,0 
(4) Kuba 63,0 48,0 | 79,9 
(5) Mongolia 97,3 96,0 97,2 
(6) NRD 66,1 ' 63,5 . 61,5 
(7) Polska 65,8 43,8 $1,7 
(?\ Rumunia 48,3 37,2 4,4 
(9) Wegry 62,3 64,0 50,9 
(19)ZSRR 57,0 48,3 52,7 





| )} \RWPG 66,3 59,7 - 63,8 





SOURCE: Same as Table l. 





Key: 
1. Country 7. Poland 
2 Bulgaria 8. Romania 
3. Czechoslovakia 9. Hungary 
4. Cuba 10. USSR 
5. Mongolia 11. CEMA 
6. GDR 


However, during the second half of the 1970's there was an increase in mutual 
turnovers as a result of the fact that the individual socialist countries, encount- 
ering difficulties in placing their goods on the markets of the capitalist countries, 
were forced to intensify mutual exchange. 


The qualitative transformations in the international division of labor of CEMA 
countries were shown not only by the increased rate of mutual turnovers, but also 
by the structure of their goods. Insofar as structure of goods is concerned, the 
growth in the share of machines and equipment in mutual turnovers is particularly 
important in the 1970's. 


The high share of machines, equipment and transport means in mutual turnovers of 
CEMA countries was in itself peculiar, but it did not indicate in the least that 
there was a systematic increase in the international division of labor in this 
group of countries. From the standpoint of the rationality of the international 
division of labor it is important whether the growing share of machines, equipment 
and transport means in CEMA mutual turnovers occurred on the basis of a classic 
trade exchange of final products, or whether this growth was the result of the 
development of production specialization between those countries, i.e., was the 
result of the development of an intra-branch division of labor based on the produc- 
tion and exchange of assemblies, subassemblies, and parts. 














Table 3. Share of Machines, Equipment, and Means of Transport in Mutual Turnovers 
of Individual CEMA Countries (in percent) 








(1) Kraj 1970 i915 1978 
(2) Bulgaria 40,7 45,3 47,1 
(3) Czechoslowacja 50,4 - 48,0 528 
(4) Mongo 0,3 0,3 0.3 
(5) NRD 50,7 53,4 55,0 
(6) Polska 38,5 39.1 4,1 
(7) Rumunia 22.8 25,3 28.5 
(2) Wegry 37,0 33.6 14.6 
(9) ZSRR 21,5 18,7 19,6 





SOURCE: Statistical Yearbook of Council of Mutual Economic Assistance Member-States, 
Moscow, 1979, pp 375-380. 


Key: 
1. Country €. Poland 
2. Bulgaria 7. Romania 
3. Czechoslovania 8. Hungary 
4. Mongolia 9. USSR 
5. GDR 


It is generally accepted that the proper criterion for representing qualitative 
changes in the international division of labor is the percentage indicator of the 
share of production derived from specialization and cooperation in the overall trade 
exchange, implemented on the basis of the intra-branch division or labor (subsectors 
or individual enterprises). Production specialization and cooperation goes beyond 
the narrowly defined specialization, because it also includes production cooperation 
and exchange of the particular assemblies and subassemblies of the final product. 

It may be said that in an exchange based on production specialization and coopera- 
tion, the difference between the individual elements and the final product becomes 
blurred. 





International division of labor which is based on production specialization assists 
in increasing management efficiency, labor productivity, serial production of parts 
even up to ten-fold, and assemblies four- to six-fold, while at the same time it 
reduces production costs as much as 50 percent. 


The importance of this form of interconnections in CEMA countries is universally 
appreciated. 


"The cooperation of CEMA countries under present-day conditions can no longer be 
based only on a quantitative increase in mutual deliveries of goods and services, 
which are the result of national productive processes non-socialized on the inter- 
national scale (or socialized to a small degree). The main reserves for intensify- 
ing international socialist division of labor and increasing its efficiency should 
be sought by way of expanding the territorial framework of socialist cooperation’ . 
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During the 1970's there was a rapid development in production specialization and 
cooperation on the strength of bilateral and multilateral agreements, which began 
to exert an increasingly greater influence o.i the structure and size of industrial 
production and trade turnovers of CEMA countries. In all, over 1.0090 bilateral 

and over 100 multilateral understandings of this type were entered into by 1979. 

As a result, the share of deliveries derived from production specialization and 
cooperation increased to 15 percent (in 1978) of the total turnovere In that 

same year, the share of specialized products in the exports of the machine industry 
amounted to 40 percent.’ 


Despite the rapid increase in absolute numbers, the present range of produc<cion 
specialization and cooperation is too narrow in relation to the achieved level 

of industrial development, and therefore in too small a degree influences the forma- 
tion of complementary economic structures of CEMA countries, which, in turn, has 

its own implications for the processes of integration of the socialist Statcs. 

The too-narrow, in relation to potential capabilities, range of specialization and 
cooperation within the framework of the CEMA, has its own objective and subjective 
determinants which inhibit the development of intra-branch division of labor. 


First, understandings on specialization and cooperation are not fully applied and 
respected due to the effect of political, legal, economic and organizational factors. 
The centralized methods of managing the national economy, in particular, are not con- 
ducive to the development of specialization and cc operation, which requires speedy, 
efficient and decentralized actions at the subsec* r or enterprise level. 


Second, in the existing economic mechanism prices do not act as an important stim- 
ulator for the allocation of resources within the CEMA. In this situation, when 
directions of specialization and cooperation are being coordinated, factors of a 
technical, prestige, political, intuitive and balance nature play an important role. 


Third, the mgintenance of structural bilateralism limits the possibilities and scale 
of exchange. 


None of the above factors which restrict specialization and cooperation was elimin- 
ated in the 1970's. As a result, these kinds of understandings often did not in- 
crease the effectiveness of the division of labor in the particular branches. That 
is why the tendency to produce far too wide an assortment of goods, without regard 
to the social costs of their production, remains--goods which are highly energy-, 
materials-, capital-, and import-absorptive. 


Development of Joint Enterprises in CEMA Countries 


The development of mixed enterprises is dictated by objective needs. They are be- 
ing examined as being the highest forms of organization of relations, because they 
combine all of the positive elements of the objective processes in the development 
of production forces (concentration of production, optimization of series, concen- 
tration of scientific-technical studies). The process of creating such economic 
organizations is termed the internationalization of production forces. 

















The necessity tor the development of such enterprises is universally and theoreti- 
cally justified, as attested to by, among others, the decisions of the comprehensive 
program. Based on the practices of the 1970's, we can speak of three forms of imple- 
mentation of such enterprises: 


--without joint management, based on the independent construction by each country of 
plants which cooperate in the manufacture of the final product and on mutual coordin- 
ation of deliveries of specialization and cooperation products; 


-~-with joint management during the construction of joint installations, with this 


management ending together with the completion of the investment, and the partici- 
pating countries obtaining, over a period of time, a part of the production derived 


from the jointly erected installation; 


--with joint management of the production processes during operation of the 
fastal lations assigned by countries to joint utilization (they may also be jointly 
erected)**. 





From the standpoint of the relation of national and international elements, three 
kinds of economic facilities can be differentiated, according to their derivation: 


1) installations arising from domestic investments (most of the enterprises); 


2) installations arising as a result of the international cooperation on investment 
means, which, however, became national property; 


3) installations arising as a result of international cooperation on investment 
means, which fulfill international functions in the interests of a given country. 





12 


In the 1970's a form of joint enterprises developed in the field of raw materials 
investment, but specialization and cooperation in the area of raw materials is not 
equivalent with intra-branch division of labor, which is possible only in industry. 
It evokes a specific system of external ties. It is also difficult to attain a 
principle of equal benefits in view of the unequal distribution of resources. 


However, enterprises which were internationally or jointly owned in particular 
subsectors of industry developed very slowly, despite the fact that theoretically 
their development has been demanded for a long time now. In the economic practice 
of socialist countries this problem, however, is very complicated and it should be 
examined in terms of national and supranational ownership and the conformity and 
conflict of these two forms of ownership from the standpoint of State interests, 
which, in turn, is determined by the level of complementarity of the economic struc- 
ture of the particular countries. 


The development of these enterprises is determined by the range of their joint 
interests, the degree of mutual consideration of interests, and primarily by the 
method of establishing prices in socialist transnational enterprises. The establish- 
ment of prices on goods produced and bought by socialist transnational enterprises 

is a difficult problem to solve both from the practical as well as the theoretical 
standpoint. This is due to the fact that the methods of establishing prices used 

in socialist countries differ among themselves by their gonstruction and the orin- 
ciples of calculating the component parts of the price. 











Fine ial and Capital Ties of Countries Within the Socialist Community 


Financial and capital ties determine, in a very basic way, trade relations also 
within the framework of juint enterprises of CEMA countries. The cooperation of 
the socialist countries in this field thus far was based first on a mechanism of 
bilateral settlement of accounts, and since 1964, after the establishment of the 
International Bank for Economic Cooperation (IBEC), on multilateral settlements. 

As many authors point out, the multilateral accounting mechanism is actually a 
bilateral mechanism, however. This is due to the insufficient degree of coordina- 
tion of national economic plans, the system of prices in effect in CEMA countries, 
and the shortage of production capacity, which restrict the ability to incresse 
production in response to additional demand from other socialist countries. The 
main cause is the inadequacy of the international money of the socialist countries-- 
the transferable ruble. It does not fulfill all of the functions of a full-value 
money, such as: a measure of valug, a meatis of payment, a means of circulation and 
a means of accumulating reserves. 





This makes it very difficult to intensify the international division of labor, and 
especially to develop cooperation and specialization within the framework of the 
socialist countries. An additional factor restricting this development is the ir- 
relevancy of the prices used in settlement of accounts with socialist countries 
(established on the basis of world prices) to the intra-country prices, which 

differ among themselves and which as a rule do not reflect the outlays of social 
work. Such a state of affairs makes it difficult or actually impossible to compare 
production costs and to evaluate the benefits flowing out of industrial cooperation. 
Under these circumstances, agreements on cooperation and specialization are frequent- 
ly concluded with no consideration being given to cost-effectiveness. 


Closely related to prices and international money is the problem of the convertibi- 
lity of the currencies of socialist countries. It is universally stressed that the 
lack of convertibility favors the maintenance of a structural bilateralism, making 
it impossible to go to a multilateral system of accounting, which accelerates the 
development of trade exchange and creates the conditions for greater improvement 

in the international division of labor. The inconvertibility of the currencies 

of the socialist countries makes itself known in every field of cooperation, creat- 
ing difficulties in specialization and in the development of joint ventures, the 
flow of capital, and hampering the coordination of economic policy and planning on 
the CEMA scale. ‘For CEMA, the creation of a convertible currency cannot be a goal, 
but an indispensable condition of cooperation".16 The transfer of national cu ren- 
cies and the collective currency of CEMA member-countries to convertibility is, 
however, a complicated measure which requires that three basic conditions be ful- 
filled: consolidation of the materials base, i.e., the existence of certain re- 
reserves of goods, materials and production capacity; important changes in the 
system of management, based particularly on a change from directives-type mechan- 
isms in the direction of independence of decisions of enterprises and the creation 
of a system for interesting the enterprise in increasing its production; and changes 
‘a some of the principles of economic cooperation between these countries. 


The next aspect of this form of ties is the problem of capital and credit coopera- 
tion. It did not play a large part in past practice because until recently the 
viewpoint was expressed that the flow of capital on an international scale is 











tantamount to interception of the national incoce of a given country. In reality, 
however, capita} .flow is a form of internationai division of labor and production 
specialization. 


Multilateral capital and credit cooperation by the socialist countries began in 1971 
in connection with the establishment of the International Investment Bank (IIB). 

The bank's goal is to grant long-term and short-term credits to finance investments 
in the field of international cooperation and industrial specialization, for the 
expansion of a raw materials and fuels base, and to construct installations that are 
of special interest to countries in the socialist community. IIB‘s initial capital 
amounts to 44008 million transferable rubles, including 30 percent in convertible 
currencies. Up to 1978 LIB granted credits totaling 1,857.5 million transferable 
rubles. 


However, IIB was not able to meet the demand of the socialist countries for capital 
means in the 1970's. Hence, as a result of the small supply of this capital on the 
CEMA market, the particular socialist countries were forcer to make use of capital 
and credit means available on the markets of the capitalist countries, which carried 
with it a number of unfavorable consequences for most of the economies of those coun- 
tries. 


The basic defect of LIB credits is that they cannot be used to obtain the goods 
which a given country needs the most, because the ‘ilateral coordination of the 
plans does not take into account coverage of the: edits granted by the Bank in goods. 


“The CEMA member country which, in return for credit granted by IIB, furnishes goods 
(equipment, materials, machinery, etc.), cannot make use of the transferable rubles 
obtained in exchange, because this is not a charge in any bilateral relation. If it 
supplies goods, then in effect--despite intentions--it itself become a creditor”. 


Nor is the fact unimportant that in a situation where a transferable ruble does not 
fulfill the function of a means of accumulating reserves, States are not interested 
in accumulating this money because this amounts to the freezing of their financial 
means. In practice, this means not only a lack of interest in cooperation, but it 
also produces a conflict of interests. 


Generally speaking, the system of financial and capital ties in countries of the 
socialist community has many weaknesses and in many cases is an obstacle to the 
development of other forms of ties between socialist countries. 


Scientific-Technical Ties 


The importance of scientific-technical cooperation in intensifying international 
division of labor, increasing the wanes | of production and reducing the costs 

of production, is universally emphasized. 2 But the present state of cooperation 

in this field must be evaluated negatively. The position of the socialist countries 
on the international Licensing market and their share in the world scientific and 
research potential attests to this.23 


Data show that the scientific-technical base is being developed devoid of the scien- 
tific-research and design-construction work in different fields by which a growth 




















in the production of products of the highest world standards could be achieved. As 

a result, a large assortment of goods produced by CEMA countries is of a low technical 
level. The direct consequence of this is a reduction in the level of modernity and 
competitiveness of the goods produced by these countries. Tiis is shown dy the lower 
share of CEMA countries in world export in the 1970's. This share in 1971 amounted 

tc 1.8 percent (in current prices); in 1975 it fell to 9.1 percent; and in 1979, to 
8.5 percent. 24 


The share of science-absorptive products in the exports of the machinery industry of 
the particular socialist countries during the 1970's was also very low. In USSR and 
GDR exports it amounted to 15 percent, Hungary, 10 percent, Czechoslovakia and 
Romania 8 percent, and Poland 5 percent. 


In view of the low effectiveness of scientific research and the negligible progress 
in applying scientific and tecisical solutions in industry, the particular CEMA 
countries were forced to import western technology, which fulfilled a most important 
role in accelerating the technical reconstruction of the economies of those countries. 
Initially the transfer of technology consisted of the import of machinery and equip- 
ment and partially of the import of completed "turn-key" plants. Later, enrbasis 
was placed on the purchase of licenses and know-how. There was also a striving for 
industrial cooperation as a basis for steady transfer of technology in the applicable 
subsectors of industry. The purchase of licenses was broadly tied to the import of 
machinery and equipment. This had a considerable impact on the structure of trace, 
industrial production, and gi so on the balance of payments through a growth in demand 
for foreign-exchange means. 


The uncoordinated development of science and engineering within the CEMA countries 
was accompanied by a lack of coordination in the import of technology from third 
countries, which manifested itself in a duplication of purchases. Despite the fact 
that this problem was pointed out by some researchers,” it has not yet been solved 
successfully. 


The lack of greater progress in improving the scientific-technical cooperation of 
CEMA countries can be attributed particularly to several reasons: 


First, the economic structures are characterized by a lack of demand for innovations, 
which is the result of the existing model of managing and directing the economy and 
the functioning of the so-called "seller's market" (a monopoly). 


Second, the nystem for planning and directing scientific-technical policy is not 
conducive to efficiency in research, to reduction in the time for applying technical 


innovations. 


Third, the existing economic, social and political structures have shown themselves 
to be insufficiently effective for the adaptation of imported, new technology. 


A System of Ties Ensuing from Joint Economic Policy 


Ties which are the result of joint economic policy play the most important role in 
the community of socialist States. The economic cooperation of socialist States is 
ar organized process, of a planned nature, and is the result of the coordinated 
economic policy of this group of States. 28 

















The coordination of economic policy of CEMA countries is based on: 


--conscious coordination, through consultation, of the principles of economic policy 
at the highest level of party leaders and heads of government; 


--conscious coordination of current and future development plans pertaining to parti- 
cular installations and branches and forecasts of the economic development of indi- 
vidual countries and the entire community; 


--coordination of plans, joint planning and organization of the socialist interna- 
tional division of labor, production specialization and cooperation, creation of 
international economic organizations and associations and joint ventures, organiza- 
tion of scientific-technical cooperation and joint projects; 


--coordination of trade and prices.*? 


Joint planning and forecasting fulfills the most vital role in these types of ties. 
In the practice chys far, the following forms of planning developed: partial ang 
complete planning, 0 direct and indirect planning, 21 and supranational planning. 2 
This last form of planning appears as a theoretical category, because in view of the 
lack of fully formed complementary economic structures in the present phase of devel- 
opment its role is small. This entire problem, however, is not of an exclusively 
economic nature, but is political par excellence. It is related to the sovereignty 
of the particular national economies and to the functioning of the socialist state 
itself. The development of international planning, regardless of national economic 
plans, would require that a considerable part of the macro-economic and social deci- 
sions, and consequently, political decisions also, would have to be made by supra- 
national institutions, and that a larger degree of self-dependence would have to be 
obtained by the larger economic units within the national economy. 


A characteristic feature of the system of planned ties of CEMA countries thus far 
was that it was based for the most part on balance criteria and on non-economic 
premises. 2 It may be said that at the present stage of development planning as a 
basic integrating mechanism demonstrates no great ability to improve the system of 
mutual ties of CEMA countries. Such a model of cooperation in practice found itself 
in conflict with the goods-money mechanisms, which leads to high costs of mutual 
adaptation, duplication of production of many products, and thus the manufacture 

of these products in economically inefficient series. 


* * * 


In evaluating the range of mutual ties between socialist countries it should be said 
that during the 1970's the CEMA member-countries made an attempt to participate 

more actively in the international division of labor within the groupings and the 
structural framework established for its functioning. However, the barriers to the 
international division of labor within the economic community of CEMA countries 
remain. 


First, the functions and the effects of international trade against the background 
of other forms of ties have not undergone any radical change. This means that it 
continues to be the basic criterion of the improvement of the international division 
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between these countries. Linked with this is the treatment of foreign trade princi- 
pally as a factor which satisfies current economic needs in the area of deliveries 
of raw materials and products that are indispensable to the national economy. At 
the same time, international trade as a factor in the growth of social productivity 
and the technical level of production is underrated. 


Second, bilateral ties have remained decisively important. Theoretically better and 
more effective, from the standpoint of benefits flowing from the international divi- 
sion of labor, multilateral ties continue to be underdeveloped. 


Third, the degree of utilization of external ties as a factor for stimulating economic 
growth was lower than that of internal factors (an increase in employment in industry, 
growth in rate of investment). In addition, the effectiveness of external ties was 
diminished because economic criteria and parameters were not applied, such as: cost 
effectiveness, based on a workable system of prices which takes production costs into 
consideration; a measure of currency exchange rates making it possible to compare 
social outlays; a convertible international money; and duties instead of levies. As 

a result, more functional, from the standpoint of the improvement of the international 
division of labor, cooperational, scientific-technical and capital ties did not devel- 
op rapidly enough. 


Fourth, dysfunctional connections, which were the result of the existence of competi- 
tive economic structures, an unequal level of development, or the existence of struc- 
tural asymmetries, remained. 


The above barriers meant that the structural transformatiormin the international 
division of labor which occurred in the 1970's in the CEMA countries, were not enough 
from the standpoint of improving it, or from the standpoint of the optimi- 

zation of production processes in the particular countries. As a result, the share of 
CEMA countries in the entire international division of labor was reduced. 


By comparing the ratio of the share in world export to the share in world industrial 
production, we obtain the degree of commitment inthe international distribution of 
labor, | For CEMA countries in 1970 it amounted to 0.47, and in 1978 it dropped to 
0.40. 


As a consequence, the particular CEMA countries did not make full use of the benefits 
flowing out of their participation in the international division of labor, which 
increases the social costs of production. The underdevelopment of ties within the 
CEMA meant that the destructive effects of external factors made themselves known in 
a specific way, and these were not compensated, to a sufficient degree, by a system 
of institutional economic mechanisms which would protect against destabilizing in- 
fluences. 


Such a state of international socialist division of labor exerts a considerable 
influence on the formation of an international economic community of a socialist 
type, which at the present stage of development is not a mature organism, making it 
possible to fully satisfy the needs and interests of the member-states of this com- 
munity. 
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The Limitations of the international division of labor within CEMA also have a 

basic effect on the ties of this group of countries with the world economy. Insofar 
as the plane of Europe-wide economic cooperation is concerned, one of the factors 
limiting the growth of East-West trade is the lack of fundamental structural changes 
in the exports of socialist countries, the inconvertibility of the transferable 
ruble, and, above all, the enormous indebtedness of the CEMA gountrics, which in 
many countries carries with it an unfavorable trade deficit. Hence, the negative 
aspects in East-West economic relations remain, and express themselves by the domin- 
ation of highly processed goods in the exports of capitalist countries, and by raw 
materials and semifinished products in the exports of socialist countries. 


Similarly limited potentials of economic cooperation exist on the plane of contacts 
with developing countries. The lack of progress in the international division of 
labor within the framework of CEMA restricts, among others, the potential of export, 
cooperation production, scientific-technical cooperation, cooperation in the area of 
transport, organization of sales, marketing, or the implementation of joint projects 
with these countries. This does not create favorable conditions for the export by 
"third world" countries of semifinished products, assemblies, parts, and even fin- 
ished products to socialist countries. 


The present state of development of the international division of labor within CEMA 
requires radical structural changes, and also changes in the concepts of economic 
cooperation. 
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GERMAN DEMOCRATIC REPUBLIC 


NEW LEGISLATION REGULATING FREIGHT, PASSENGER TRAFFIC PUBLISHED 
Text of Decree 


East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German 
Part I No 31, 13 Aug 82 pp 563-566 


[Official text of "Decree of 22 July 1982 on Coordination of Freight and 
Passenger Traffic With Motor Vehicles," signed for chairman, GDR Council of 
Ministers, by W. Krolikowski, first deputy chairman; and by Arndt, minister 
for transportation, East Berlin, 22 July1982] 


[Text] Article 1: Scope 





(1) This decree regulates the coordination of of freight end passenger traffic 
with motor vehicles and the use of motor vehicles, including commuter traffic, 
in public transportation and the conveyance of motor vehicles. It applies to 
state organs, economic management organs, combines, enterprises, cooperatives 
and facilities which carry out 

a) coordination tasks in freight and passenger traffic or 

b) freight and passenger conveyance tasks with their own motor vehicles in 
commuter traffic and public transportation. 


(2) This decree does not apply to 

a) the areas of responsibility of the ministry for national defense, the 
ministry for state security, the ministry of the interior, and 

b) non-public conveyance of persons by personal motor vehicles. 


Article 2: Tasks of the Ministry for Transportation 


(1) The ministry for transportation is responsible for coordinating freight 
and passenger traffic with motor vehicles aiming at the satisfaction of eco- 
nomically justified needs with minimal expense. To that end it has to 
--enforce the sharing of tasks among the conveyances and between public 
transportation and commuter traffic in line with optimum energy considerations; 
-~create prerequisites for shifting services from road to rail and waterway 
transport; 

--enforce measures for making freight and passenger traffic with motor 
vehicles always more economical and efficient; and 

--ensure an optimization of transport routes and the use of conveyances and 
assist the state organs in optimizing delivery and transportation relations. 
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(2) To solve these tasks, the ministry for transportation works together with 
the other central and local state organs in handling freight and passenger traf- 
fic tasks and assists the state organs in exercising their responsibilities in 
the fields of freight and passenger traffic with motor vehicles. 


(3) For expediting freight and passenger traffic with motor vehicles, and in 
concurrence with official organs, the ministry for transportation sets down prin- 
ciples, mainly for 

a) the economically most suitable cooperation and delineation of tasks as between 
the planttraffic and public transportation so that traffic is handled efficiently, 
b) the development of plant traffic capacities and their allocation within the 
scope of the balancing of accounts, 

c) the inclusion of plant traffic motor vehicles in handling public freight and 
passenger traffic tasks, 

d) the assigning of service vehicles in freight traffic and of busses which, in 
design and equipment, are meant to transport more than eight passengers, and 

e) the volume and substance of records required for it. 


(4) The ministry for transportation prepares, and submits to the bezirk coun- 
cils, principles and specific requirements for developing and conducting freight 
and passenger traffic with motor vehicles in their territories. It instructs 
the local state organs and state-owned transportation combines on uniformly 
enforcing the principles and measvres set down to coordiate and rationalize 

the freight and passenger traffic with motor vehicles and supervises its being 
enforced. 


Article 3: Tasks of the State Organs 


(1) Proceeding from their responsibility for the efficient handling of deli- 
very, transport, transshipment and storage processes in their sphere of respon- 
sibility, the state organs must take all measures to 

-~-reduce the demand for services in the freight and passenger traffic with mo- 
tor vehicles and the outlay for transportation; 

--meet the task of shifting freight and passenger traffic with motor vehicles 
to rails and waterways in line with assigned planning quotas; and 

--ensure the strict observance of transportation parameters handed out. 


(2) In coordination with transportation organs, the state organs have to make 
sure that, particularly, in the combines, enterprises, facilities and cooper- 
atives under their jurisdiction 

a) real transportation planning and a use of public transportation vehicles on 
a steady basis are ensured, 

b) the demarcation of tasks as correlated and agreed upon between the ministry 
for transportation and the other central state organs is kept up, 

c) industrial arrangements on handling shipping processes and conveyances by 
means of industrial motor vehicles facilitates are being stably and harmonious- 
ly integrated with the transportation system at large, 

d) a systematic and efficient use of plant-owned motor vehicles is ensured in 
conformity with performance standards set down and with any given areas in 
which they are used, 

e) technological conditions are created for an efficient use of motor vehicles, 
and 
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f) a performance and cost accounting is developed for plant-owned vehicles 
analogous to the method used for state-owned public transportation, with 
consideration given to branch-specific conditions. 


(3) Bezi.k councils, furthermore, still have the following tasks: 


a) Ensuring the handling of transportation tasks in freight and passenger 
traffic with respect to the most efficient use of available motor vehicles 
including territorial plant traffic and setting down appropriate measures 
for it, 

b) ensuring the cooperation and demarcations of tasks as between public 
transportation and plant traffic in correlation with territorial economic 
management organs and in line with centrally issued principles and arrange- 
ments and with regard to local conditions, and 

c) supervision of the measures set down to coordinate territorial freight 
and passenger traffic tasks. 


(4) To ensure territorial traffic tasks, the members of local councils 
handling transportation (the chairmen of the transportation commissions) 

may assign enterprises, combines, cooperatives and facilities that own motor 
vehicles tasks in carrying out public freight and passenger traffic with 
their own motor vehicles. 





(5) When such tasks are assigned it must be seen to it that no interference 
results with providing supplies for the public and with production, mainly 
with technological transportation processes that have a direct bearing on 
production. 


Article 4: Tasks of the State-Owned Transportation Combines 


(1) State-owned transporration combines have to make sure, in particular, that 
a) on the basis of state plans, through a correlated development of transpor- 
tation and freight hauling cpacities, the public need for freight and passenger 
traffic in the territory is satisfied with high economic efficiency, 

b) the demarcation of tasks, as set down, mainly on the basis of coordination 
contracts, is kept up, and 

c) the efficiency and utilization of their own transportation and hauling capa- 
cities rise steadily. 


(2) State-owned transportation combines, furthermore, have to 

1. coordinate with state-owned motor vehicle enterprises that are not part of 
a state-owned transportation combine transportation tasks on the basis of an 
economically appropriate division of labor and provide direction and assistance, 
mainly in management, planning, operational and traffic organization and in 
the materials economy; 

2. with respect to non-state-owned public motor vehicle transportation enter- 
prises 

a) direct the use of the motor vehicles owned by those enterprises in freight 
and passenger traffic and regulate reciprocal relations by appropriate agree- 
ments, 

b) conclude transportation and long-term shipping contracts using the capaci- 
ties of those enterprises in conformity with legal regulations to develop the 
relations with the traffic customers, 
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c) assess and collect freigh fees and fares within the terms of the contracts 
concluded as to Letter b and on the basis of other agreements or territorial 
arrangements, and 

d) handle the insurance for goods in freight and the collection and forwarding 
of insurance payments for public transportation services; 

3. and with respect to enterprises that have their own motor vehicles 

a) assign the motor vehicles of such enterprises to handle public transporta- 
tion tasks on the basis of agreements concluded or by mutual agreement or on 
the basis of tasks assigned as to Article 3 Paragraph 4, conclude transporta- 
tion contracts on it, and make fuel available for these services from the 
contingent in public transportation, 

b) make contract bids to enterprises which have vehicles of their own, in ac- 
cordance with tasks as to Article 3 Paragraph 4, which must at once be accepted 
unless it was determined explicitly that the bid is to come from the enterprise 
so tasked, 

c) and handle the assessment and collection of freight fees and fares and the 
insurance for goods in freight and the collection and forwarding of insurance 
payments for public transportation services, unless other arrangements were 
made . 








(3) In passenger traffic, the rural and urban kreis councils may hand over 
tasks in transportation coordination as to Paragraph 2 to combines or enter- 
prises handling municipal transportation in coordination with the bezirk 
councils. 


Article 5: Principles for the Demarcation of Tasks 


For demarcating tasks between public transportation and plant traffic, the 
following principles apply: 


1. Enterprises with their own vehicles are to be given the following freights 
on roads: 

a) all intra-enterprise plant traffic within the range of industrial tasks not 
subject to delivery contracts and carried out, essentially, within an enter- 
prise area, on construction sites or on public roads among parts of enter- 
prises; 

b) transports within the range of delivery contracts directly connected with 
production equipment and, in time and sequence, with the production, shipment, 
utilization and use of goods; 

c) transports for certain performances carried out by special vehicles which, 
for reasons of specific transportation conditions, have to be handled by plant 
traffic; and 

d) trips in collection and distribution, especially for deliveries to the 
retail trade, the collection of secondary raw materials, supplying public 
health and social welfare facilities, and in the field of supplies and services 
and for provisioning the citizens. 


2. Public transportation is to handle the following freights on roads: 

a) All border-crossing freight; 

b) all long-distance domestic shipments which, within the scope of the con- 
veyors’ division of labor, are economically justified; 
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c) the transports of the economy not directly connected with production equip- 
ment; and 
d) transports calling for combined loading transactions. 


Article 6: Use of Motor Vehicles and Log Documents 


(1) Plant traffic and non-state-owned public motor vehicles are assigned freight 
and passanger traffic tasks by the state-owned transportation combines only, 
unless agreements concluded determine otherwise. 


(2) When motor vehicles are used for freight and passenger traffic, in addition 
to the documents required by other legal regulations, Log documents 4s 
required by the minister for transportation, must be used and taken along. 





Article 7: Record Keeping 


(1) State-owned transportation combines keep records on freight and passenger 
traffic carried out by non-state-owned public transportation and plant traffic 
to keep official organs informed in conformity with legal regulations. 


(2) The enterprises in non-state-owned public transportation and enterprises 
with their own motor vehicles must report to the state-owned transportation 
combines on their assuming the tasks assigned to them as to Paragraph 1 by 
submitting the information required by the legal regulations on submitting 
reports. 


Article 8: Long-Distance Traffic 


(1) The chairman of the local transportation commission decides on carrying 

out economically justified transportation assignments over long-distance routes 
on the basis of 

a) the central arrangements about an energy-saving sharing of tasks among the 
conveyors and 

b) the weekly registrations for access to public transportation and plant 
traffic motor vehicles, 

after checking with the competent enterprises and the conveyors’ service bureaus. 


(2) Long-distance freight traffic by enterprises with their own motor vehicles 
require authorization. Such authorization comes from the chief of the local 
combine enterprise of the state-owned motor vehicle transportation combine, 
based on decisions as to Paragraph l. 


(3) The minister for transportation may make other arrangements with the 
chiefs of other central state organs if for carrying out such transports area- 
specific transportation conditions arise, special vehicles are needed not 
available through public transportation, or such transports cannot be shifted 
over to the railroad or inland navigation. Such exceptional arrangement must 
be noted on the bill of lading. 


(4) Enterprises in non-state-owned public transportation receive the order 
for a long-distance haul when they receive a proper bill of lading. 
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(5) To avoid empty trips, the arrival of mctor vehicles is to be reported 

to the state-owned motor vehicle transportation enterprise under a state-owned 
transportation combine most approximate to the unloading site 

a) in case long-distance hauling was authorized, as to Paragraph ?, by the 
competent managerial and coordination offices of a state-owned motor vehicle 
transportation enterprise under a state-owned transportation combine, and 

b) in all other cases, e.g., when extended-duration permits were issued, 

by the enterprises that handle the transportation. Those who are responsible 
for the use made of motor vehicles must make sure that such advance reports are 
submitted so that they carry loads on their return trips and that the cargo 
negotiated and set aside for it is in fact taken on to be hauled. 





Article 9: Complaint Procedure 


(1) If the authorization requested for a long-distance haul is withheld, a 
complaint is possible. A requester must be told that he has the right to conm- 
plain. 


(2) A complaint is to be submitted in writing or orally, with reasons supplied, 
as soon as the decision is received or made known, to the chief of the local 
state-owned motor vehicle transportation enterprise under a state-owned 
transportation combine. 


(3) A complaint has no delaying effect. 


(4) A complaint has to be settled on the same working day it was submitted. 
If the complaint is not, or not fully, honored, it must at once be submitted 
for decision to the chairman of the urban or rural kreis transportation com- 
mission. The complainant has to be informed about it. The chairman of the 
transportation commission must immediately make a definitive decision. It 
has to be seen to it that the decision is made before the transport leaves. 


(5) If in exceptional cases no decision is possible within that time frame, 
a provisional decision must in time be made explaining the delay and announcing 
the likely decision deadline. 


(6) Decisions on complaints have to be submitted in writing and be explained 
to the complainants. They also have to go to the local state-owned motor 
vehicle transportation enterprise under a state-owned transportation combine. 


Article 10: Provisions for Disciplinary Fines 


(1) Someone responsible for the use of motor vehicles who deliberately or 
negligently 

(a) uses motor vehicles in violation of the provisions in Article 6 Paragraph 1, 
(b) permits a misuse or disregard of the mandatory driver's documents, 

(c) allows long-distance trips without the necessary authorization, or 

(d) causes a violation of the provisions on reporting the loading or negotia- 
ting return loads with the state-owned motor vehicle transportation enterprise 
under a state-owned transportation combined located in the proximity of the 
unloading site or a violation of taking on the negotiated or set-aside cargo, 

is subject to a reprimand or disciplinary fine between M 10 and 500. 
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(2) If more than one deliberate irregularity as to Paragraph 1 was committed 
within 2 years and incurred disciplinary fines, a disciplinary fine up to 
M 1,000 may be levied. 


(3) Disciplinary fine proceedings are handled by the bezirk and kreis council 
members in charge of transportation in the areas in which the enterprise con- 
cerned is located. 


(4) To the disciplinary fine proceedings and the levying of penal neasures 
the 12 January 1968 law on fighting irregularities--OWC-- applies (GBL Part I, 
No 3 p 101). 


Article 11: Economic Senctions 


(1) Economic units violating state discipline by grossly infringing their 
duties when being tasked as to Article 3 Paragraph 4, 

(a) by refusing or not immediately accepting the contract bid offered, as to 
Article 4 Paragraph 2 Figure 3 Letter b, 

(b) by failing to submit to the state-owned transportation combine, in line 
with the task assigned, a bid on assuming services in public freight and 
passenger traffic, or 

(c) by not, or not in time, fulfilling transportation services to which they 
were committed by contract or assigned to them short range or as separate 
shipments, 

may become liable to paying an economic sanction. 


(2) For the rest there apply the provisions of the 25 March 1982 law on the 
contract system in the socialist economy--Contract Law--(CBL Part I, No 14 

p 293). 

Article 12: Dues 

Dues are charged for transactions by the state-owned transportation combines 
within the scope of tasks assigned to them, their rates being set down by the 
minister for transportation. 

Article 13: Implementing Regulations 

The minister for transportation issues implementing regulations. 


Final Provisions 


Article 14 


This decree does not affect the provisions in the 10 December 1981 decree on 
public railroad, inland waterway and motor vehicle freight transport--the 
freight transport decree (GTVO)--(GBL Part I 1982, No 2 p 13). 








Article 15 


(1) This decree goes into effect when promulgated, except for Article 10, 
which goes into effect one month later. 


(2) Rescinded are at the same time: 

(a) The 11 September 1575 decree on the coordination of freight and passenger 
traffic with motor vehicles (CBL Part I, No 38 p 654), 

(b) the 11 September 1975 implementing regulation for the decree on the coor- 
dination of freight and passenger traffic with motor vehicles (CGBL Part I, 

No 38 p 657), and 

(c) the 16 November 1978 second implementing regulation for the decree on the 
coordination of freight and passenger traffic with motor vehicles (GBL Part I, 
No 41 p 441). 


(3) The first implementing regulation for the decree on the coordination 

of freight and passenger traffic with motor vehicles, of 11 September 1975, 
contained 

(a) in its Article 3 Paragraph 2, general exceptions from an authorization 
obligation for long-distance hauling applying to the areas of 

--the ministry for post and telecommunications, 

--the sinistry for health, 

--the German Railroad, 

--SDAG Wismut, 

--VEB Minol, and 

-~-the German Red Cross, and 

(b) accords made, as to its Article 3 Paragraph 3, on rules departing from the 
authorization obligation for long-distance hauling, 

which will remain in effect until 31 December 1982. When circumstances exist 
as to Article 8 Paragraph 3 of this decree, rules deviating from the authoriza- 
tion obligation for long-distance hauling may be negotiated. 


(4) The third implementing regulation, of 7 June 1979, for the decree on the 
coordination of freight and passenger traffic with motor vehicles (GBL Part I, 
No 25 p 231) remains in effect and now becomes the third implementing regula- 
tion for this decree. 


Text of First Implementing Regulation 


East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German Part I 
No 31, 13 Aug 82 pp 566-569 


[Official text of "First Implementing Regulation for Decree of 22 July 1982 on 
Coordination of Freight and Passenger Traffic With Motor Vehicles," signed by 
Arndt, minister for transportation, East Berlin, 22 July 1982] 


[Text] On the basis of Article 13 of the Decree of 722 July 1982 on Coordination 
of Freight and Passenger Traffic With Motor Vehicles (GBL Part I, No 31, p 563) 
and in concurrence with the chiefs of the competent central state organs, the 
following regulations are issued: 
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Re Article 6 of the Decree: 
Article 1: Log Documents 


(1) When vehicles are used in freight and passenger traffic, above and beyond 
other documents set down by legal regulations, the following logs have to be 

used and carried along: 

(a) Bills of lading, as for the cargo, piece-good bills, taxi surcharge records, 
for public local and long-distance traffic, 

(b) hauling commissions for long-distance traffic, 

(c) log books for local traffic, 

(d) log books or hauling surcharges for bus transportation, and 

(e) taxi logs. 


Printed forms are available that are to be used for that. 


(2) The minister for transportation may arrange deviations from Paragraph 1 
for public transportation and plant traffic with the chiefs of other central 
state organs through central agreements. 


(3) Special provisions govern the sectors of the ministry for post and telecom- 
munications, the German Railroad and SDAG Wismut. 


(4) Log documents as to Paragraph 1 are unnecessary for trucks below a 0.6-ton 
load capacity and for small plant traffic busses that have up to 6 seats (not 
counting the driver's seat). 


(5) If plant traffic motor vehicles, including those of the sectors referred 
to under Paragraph 3, are used for public freight and passenger traffic, the 
logs have to be carried along. This does not affect the log documents as to 
Paragraph 3. 


(6) Log documents as to Paragraphs 1, 2 and 5 are the basis for the submitting 
of reports. 


Re Article 8 of the Decree: 
Rules on Long-Distance Traffic with Motor Vehicles 
Article 2: Definition 


Long-distance routes in terms of the decree are freight shipments with destina- 
tions at distances of more than 50 kilometers as the crow flies from the central 
point of the place in which the first load was taken on. Shipments between 
parts of enterprises or combine enterprises also are considered long-distance. 


Article 3: Long-term Authorizations 


For long-distance trips with special vehicles, as for shipping liquid, powdered 
or gaseous commodities, where return loads are impossible and which cannot be 
shifted over to the railroad or inland waterways, extended-term authorizations 
are issued up to 6 months by the chairman of the local transportation commission 
in concurrence with the local competent enterprises and conveyors’ bureaus. That 
extended-term authorization has to be marked down in the log documents. 
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Article 4: Long-Distance Registration 


(1) Registration for long-distance trips taking one week (Monday to Sunday) 
has to be made at the latest by the previous Thursday, 1400 hours, with the 
local state-owned motor vehicle transportation enterprise under a state-owned 
transportation combine 

(a) when public transportation motor vehicles are used, by the sender, by sub- 
mitting appropriate bills of lading, and 

(b) when the sender uses its own motor vehicles, by such an enterprise in an 
application which reveals for any long-distance trip the day of transport, the 
capacity and design of the motor vehicle or convoy, the load and designation 
of the commodity, and the loading and unloading places for the round trip. 


The chairmen of the bezirk transportation commissions, to enforce territorial 
coordination systems, may also determine different deadlines and time frames 
for the registration of long-distance trips if required by the coordination 
task. 


(2) If transports are used to avert immediate dangers to provisioning the 
population or to the freight, to repair breakdown and in case of disasters, 

or to avoid standstill in production, so that the registration period as to 
Paragraph 1 cannot be met, registration has to be made at once while confirming 
its urgency by the enterprise manager to the state-owned motor vehicle trans- 
portation enterprise under a state-owned transportation combine. 


Article 5: Issuing Long-Distance Permits 


(1) In issuing long-distance permits, special attention has to be given to 
(a) transports needed to avert immediate danger, 

(b) the provisions and traffic-policy measures to enforce an energy-saving 
division of tasks among the conveyors and between public transportation and 
plant traffic, 

(c) the systematic coordination of transport tasks, and 

(d) efficient utilization of motor vehicles, including trailers. 


(2) Long-distance permits for transports as to Article 4 Paragraph 1 have to 
be issued at least 24 hours prior to departure. The decision on long-distance 
trips as of Article 4 Paragraph 2 has to be made within 4 hours by the head 

of the local state-owned motor vehicle transportation enterprise under the 
state-owned transportation combine. Long-distance permits are granted for 
each trip separately as requested for a week at a time. The accompanying 
documents have to contain the data on registration and authorization. When 

a long-distance trip applied for is disallowed, the requester must be informed 
of it within the same time frame. 


Article 6: Return Load Arrangements 


(1) Notifying the arrival of motor vehicles to avoid empty runs must particu- 
larly submit the following information: 

-- the fasteners, 

--the license number, 

-~-capacity and type of motor vehicle, 

--date and time of arrival at unloading site, and 

--the recipient's unloading site. 
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(2) If in deliveries as to Article 4 Paragraph 2 notification is not possible, 
the notification about a return load has to be made to the state-owned motor 
vehicle transportation enterprise of the state-owned transportation combine that 
is nearest the unloading site when the motor vehicle gets there. 


(3) In arranging for return loads, account has to be taken of the suitability 
of the motor vehicles and of economically viable transportation routes. 


(4) If no return load can be arranged, a statement to that effect must be 
entered on the bill of lading. 


Article 7: Computing Shipping Expenses 


(1) The expenses for public transportation in freight traffic with motor 
vehicles for the non-state-owned public transportation enterprises and enter- 
prises with their own motor vehicles, to be assessed according to the freight- 
motor vehicle tariffs (GKT) of order No. Pr. 370, of 10 April 1981, on prices 
for freight transports (GBL, Special Issue No. 1070), are computed by the 
state-owned transportation combines. 


(2) The basis for computing the expenses are the performance documents made out 
by the non-state-owned public transportation enterprises and the enterprises 
that have motor vehicles of their own. 

Re Article 12 of the Decree: 

Dues 

Article 8: Obligatory Dues 

Non-state-owned public transportation enterprises and enterprises with motor 
vehicles of their own have to pay dues to the state-owned transportation com- 
bines for all public transport and traffic services by means of motor vehicles. 
Article 9: Rates 

(1) The rates for non-state-owned public transportation enterprises are 

(a) for freight transports 2% 


(b) for furniture transports set by the tariffs for hauling by special- 
ized furniture transportation vehicles (TTM) as to order No. Pr. 


370 on prices for freight transports 1% 
(c) for passenger traffic by busses and the income from the sale of 

casual tickets and occasional traffic 3% 
(d) for passenger traffic by busses and income from all other trans- 

portation 2% 
(e) for taxi rides 3% 
(f) for passenger traffic by truck 3% 
(g) for state-owned transportation combine accounts: 

of the shipping charges 0.62 

of the fare 1% 
(h) for state-owned transportation combine accounts: 

of the shipping charges and 0.62% 

of the fare 1% 


of the shipping charges or fares collected. 
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(2) The rates for enterprises with their own vehicles when they perform 
public transport and traffic services are 





(a) for freight transports 0.62% 
(b) for passenger traffic 1% 
(c) for state-owned transportation combines: 

of shipping charges 0.6% 

of the fare 12% 
(d) of state-owned transportation combine collections 

of shipping charges 0.6% 


of the fare 1% 
of the shipping charges and fares collected. 


(3) No dues are charged 

(a) for any income from subsidiary moving or 

(b) for surplus collected from exceeding loading time spans, according to 
legal regulations. 


(4) If upon the request from an enterprise that has motor vehicles of its 
own the shipping charges or fares for plant traffic performances are assessed 
and/or collected by the state-owned transportation combines, the state-owned 
transportation combines keep 0.6% of the shipping charges or fares 

(a) for assessing shipping charges or fares, or 

(b) for collecting shipping charges or fares. 


‘S) The basis for the assessment of shipping charges is the full amount of 
the invoice including extra remunerations for subsidiary performances, but 
without prepaid amounts and without long-distance additions, prior to the use 
of the coefficient for maintaining the prevailing price level with respect to 
certain sectors from which the orders come. 


(6) Private taxi companies pay dues only if state-owned transportation combines 
were contracted for service. 


Article 10: Liability for Dues 


The non-state-owned public transportation enterprises and enterprises which 
have their own motor vehicles are liable for dues. Dues may not be passed on. 


Article 11: Collection of Dues 


(1) When state-owned transportation enterprises collect shipping charges and 
fares, those amounts are deducted from thegnounts on the bill and kept. 


(2) If those liable for dues themselves collect shipping charges or fares, 
they must advise the state-owned transportation combine on an official printed 
form of what they collected in shipping charges and fares and the dues incurred 
by that by the 10th day of each month for the preceding month. 


(3) The dues have to be passed on to the state-owned transportation combine 

by the 15th calender day. When that deadline is missed, the state-owned trans- 
portation combine is entitled to settle charges due against the shipping charge 
and fare collections by the liable party. 
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(4) Fimance charges for overdue payments: 

(a) for the first 5 days after deadline 2% 
(b) to the end of the month when payment is due, after the deadline 4% 
rising further by 1 percent each of the total amount for each frattion 

of any subsequent month. 


(5) In subsequent claims, a one-time charge of 6 percent is due for the total 
amount owed. 


(6) Below the amount of 5 marks no interests are charged. 

(7) Parties liable to pay dues have the obligation, when state-owned trans- 
portation combines demand it, to supply information or documentation needed 
for calculating and assessing dues. 

Article 12: Final Provision 

This implementing regulation goes into effect when promulgated. 


Text of Second Implementing Regulation 





East Berlin GESETZBLATT DER DEUTSCHEN DEMOKRATISCHEN REPUBLIK in German 
Part I No 31, 13 Aug 82 pp 569-570 


[Official text of "Second Implementing Regulation for Decree of 22 July 1982 
on Coordination of Freight and Passenger Traffic With Motor Vehicles, signed 
by Arndt, minister for transportation, East Berlin, 22 July 1982] 


[Text] On the basis of Article 13 of the Decree of 22 July 1982 on Coordination 
for Freight and Passenger Traffic With Motor Vehicles (GBL Part I No 31, p 563), 
and in concurrence with the chiefs of the competent state organs, the following 
regulations are issued: 


Re Article 2 of the Decree: 
Article 1: Scope 


(1) This implementing regulation regulates the principles and procedures for 
letting new service vehicles be used for freight transports by enterprises, 
combines, cooperatives and facilities that have their own motor vehicles. It 
applies to 

(a) the ministries for 

--foreign trade, 

--coal and energy, 

--ore mining, metallurgy and potash, 

--chemical industry, 

--electrical engineering and electronics, 

--construction of heavy machinery and equipment, 

--construction of machine tools and processing machinery, 

--construction of general machinery, agricultural machinery and vehicles, 
--light industry, 

--district managed industry and foodstuffs industry, 
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--glass and ceramics industry, 

--construction industry, 

~-transportation, 

-~-agriculture, forestry and foodstuffs, 

--trade and supply, 

~-materials management, 

--environmental protection and water management, 

-—geology, 

and their economic management organs, enterprises, combines, cooperatives, 
official bureaus and facilities; 

(b) and to the bezirk councils and the urban and rural kreises and their 
enterprises. 





(2) This does not affect the regulations on the planning and balancing of 
vehicles as to the planning order* or the balancing decree. 


Article 2: Principles for Establishing the Need for Service Vehicles 


Enterprises that have their own motor vehicles must base their determination 

of the need for service vehicles on 

(a) the economic need for transportation with regard to the measures needed 

to reduce transportation expenditures, 

(b) the energy-economy task demarcation among conveyors and the established 
principles for task demarcation between public transportation and plant traffic, 
(c) the fuel allocations and transportation parameters for resorting to and 
using plant-owned motor vehicles, 

(d) the allocated equipment specifications for plant-owned vehicles. and 

(e) the economically efficient use of service vehicles including their trailers. 


Article 3: Confirming the Utilization of Service Vehicles 


(1) The rural and urban kreis council members in charg: of transportation must 
pass on letting enterprises with their own vehicles us. service vehicles in 
case of 

--trucks, 

--tractors above 110 horsepower, 

-~semitrailers, 

--mounted tractors, and 

--heavy-load trailers with a 16-ton load capacity and heavier. 


(2) A beqirk council, in concurrence with the ministry for transportation, may 
rule that for certain enterprises that have their own motor vehicles, e.g. for 
centrally managed industrial construction combines, the state-owned commercial 
transport or other combines with centrally managed motor vehicles of their own, 
the use of service vehicles must be authorized by the bezirk council member 

in charge of transportation. 





*Now in effect is the order on the planning of the GDR economy 1981-1985 
(Special Issue of GBL, No. 1020 a), dated 28 November 1979. 

‘* In effect is the 15 November 1979 Balancing Decree (on materials, equipment 
and consumer goods), GBL Part I, 1980, No 1, p 1). 
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(3) For specialized vehicles according to the Appendix and for all production 
consumption vehicles of the ministry for construction of general machinery, 
agricultural machinery and vehicles and of the ministry for the construction 

of heavy machinery and equipment (e.g. for the use of superstructures, R&D, the 
mass production controls of domestic and imported vehicles, or vehicles for 
exhibitions and fairs), no authorization as to Paragraphs 1 and 2 is required. 


(4) The application for having the use of vehicles authorized must be submitted 
to the urban or rural kreis or the bezirk council member in charge of trans- 
portation no later than 1 month prior to the d@adline for the user's planning 
information from the balancing organ. It must at least contain the following 
data: 

(a) the utility vehicle park on hand in number and capacities; 

(b) the replacement requirements in number and capacities with reference to the 
utility vehicles to be replaced; and 

(c) the requirements for expanding the number and capacities: and the reasons 
why, especially with regard to the development of technological transports and 
evidence for a more effective use of the motor vehicles available and with 
regard to the allocated transportation parameters, 

subdivided according to dunp, plank bed, silo, fuel or other vehicles (listing 
type of design such as furniture or refrigeration machinery vehicles). 


(5) The council member in charge must answer the applications within 21 days 
after receiving them and after having consulted with the transportation com- 
mission or the operations group. The decision has to be based primarily on 
(a) the enforcing of the energy-economy task demarcation among the conveyors 
and the principles established for the task demarcation between public transpor- 
tation and plant traffic, and 

(b) the economically determined improvement of the performance level in the 
use of the available utility vehicles, including trailers, with regard to the 
allotted transportation parameters and the equipment standards for plant-owned 
vehicles and the measures for reducing transportation expenditures. 

For enterprises that have their own vehicles which, in accordance with legal 
regulations, are obligated to planning through determining transportation 
requirements and. transportation balancing,* the capacity balance of the 
plant traffic with motor vehicles is to be adduced (official preprint T 3). 


(6) The enterprise with its own vehicles must then receive the disposition 
of its application in writing. Determinations, especially about replacing 
utility vehicles, may go along with that decision. Either the state-owned 
transportation combine or the local state-owned motor vehicle transportation 
combine enterprise is to be informed about the decision. 


(7) Accords may be made between the ministry for transportation and other 
central state organs to the effect that for utility vehicles of certain 

enterprises that have their own vehicles or for some specialized vehicles 

not included in the Appendix an authorization as to Paragraphs 1 and 2 is 

unnecessary. 





“Now in effect is the transport balancing order (TBAO) of 31 December 1981 
(GBL Part I, 1982, No. 7 p 154). 











Article 4: Registration and Balancing of Utility Vehicle Requirements 


(1) Enterprises that have their own motor vehicles must register their utility 
vehicle requirements with their funding agency and include the confirmation of 
their application for the use of utility vehicles as receive’ from the competent 
council member. The funding agency then forwards the utility vehicle require- 
ment and the confirmation of it to the competent balancing organ. 


(2) The requirement for utility vehicles as to Article 3 Paragraph 1 is to be 
included in the user's planning information only when the competent council 
member has passed on it. 


(3) The balancing of the registered requirements for utility vehicles with 
the material availability potential from self-production and import has to be 
coordinated with the ministry for construction of general machinery, agricul- 
tural machinery and vehicles and with the ministry for transportation. 





(4) That an application has been passed on as such raises no claim to being 
allotted utility vehicles. 


(5) The funding agencies have to distribute the balancing shares handed them 
to those who have a need for them on the basis of the allotments as passed on 
by the competent council members. 


(6) When enterprises that have their own motor vehicles are allotted and are 
using utility vehicles, the stipulations issued with the disposition as of 
Article 3 Paragraph 6 have to be met. The competent council member has to 
keep an eye on the fulfilment of those stipulations. 


Article 5: Taking Effect 

This implementing regulation takes effect when promulgated. 
Appendix to the Second Implementing Regulation 

Index of Specialized Vehicles 


No authorization is required for making available the following types of 
special vehicles: 

~-crane trucks (all-round cranes, mobile rotary cranes) 
--towing trucks 

--repair-shop trucks (spare-parts trucks, tool carts) 
--dejamming vehicles 

~-dead animal pickup vehicles 

--waste-matter and refuse pickup trucks 

--street cleaning vehicles 

-~-liquid manure pickup trucks 

-~-sludge extractors 

--W 50 with high-pressure flushing devices 

--special vehicles for the winter (e.g. snowplows) 
--vehicles with mineral fertilizer spraying attachment 
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--stock cars 

--vehicles for loose mixed fodder 

--vehicles for loose flour 

--milk tankers 

--timber conveyances 

--passenger vehicles in strip mining 

--vehicles used mainly or predominantly in mining and underground 
--intraplant transport vehicles connecting extraction and dressing facilities 
in the construction industry am the chemical industry. 


5885 
cSO: 2300/53 
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HUNGARY 


INTERVIEW WITH PLANNING OFFICER CHAIRMAN FALUVEGI 
AU241522 Budapest NEPSZABADSAG in Hungarian 20 Nov 82 p 5 


[Interview with Lajos Faluvegi, deputy chairman of the Council of Ministers 
and chairman of the National Planning Office by Istvan Foldes--presumably in 
Budapest, date not given: "Interview With Deputy Premier Lajos Faluvegi; Our 
Present Days and Prospects] 


[Text] Like that of many other countries, the Hungarian people's economy is 
beset by problems. Although foreign trade turnover cleared in currencies 
other than rubles has been balanced in recent years, because of the world- 
wide economic recession, it is more difficult to place our commodities, the 
situation is deteriorating in the international money market, discrimination 
against the socialist countries is intensifying and high interest rates are 
causing financial problems. How does all this affect the fulfillment of the 
Sixth Five-Year Plan <nd what are our long-term objectives? Istvan Foldes 
has discussed these questions with Deputy Premier Lajos Faluvegi, chairman 
of the National Planning Office. 


[Question] Let us perhaps begin with external conditions of our economic 
activity. How have they developed inthe last 2 years? 


[Answer] It is generally known that the external conditions of our economic 
activity gradually further deteriorated in 1981 and 1982. The capitalist 
world is going through an era of general economic crisis. This affects the 
economies of the socialist countries as well, and affects Hungary more harsh- 
ly and sorely than is typical of the economies. I would note five factors to 
prove this. 


The first is: During these years, we had to spend the bulk of the modest 
increase of the national income on defraying the price losses suffered in 
foreign trade, since the prices of the goods we buy have increased to a much 
greater extent than our export prices. 


The second is: Because of its economic and mainly export structure, Hungary 
is greatly affected by the fact that market conditions with regard to iron 
smelting, aluminum industry and chemical industry products have greatly 
deteriorated, and the export prices of our agricultural products have de- 
creased considerably this year. 
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The third is: We can obtain less energy and raw materials from the socialist 
countries than the quantity on which we have based the Sixth Five-Year Plan 
and terms with regard to prices are stricter. 


The fourth is: Our non-ruble debt servicing obligations are considerably 
greater than they were in 1978. The greater interest burden in these years 
exceeds the increase in the national income. 


Lastly: As a result of the financial disorders experienced in the world 
and, beyond that, the discriminations from which, we, too, suffer, we could 
not satisfy our credit requirements in the customary manner in the interna- 
tional money market. 


Under these circumstances, it is commendable that we are fulfilling the main 
targets of the 1982 plan and have retained our solvency and achieved it, at 
that, without any fairly great and protracted difficulties either in produc- 
tion or with regard to investments. We can add: We have also managed to keep 
up the previously attained standard in consumption and commodity supply. This 
is an undoubted achievement, although we cannot conceal the fact that in the 
meantime our economic position has become more difficult. 


[Question] Can we expect these circumstances to improve? 


[Answer] Unfortunately, we cannot expect a considerable improvement. Why 
not? It is difficult to assume, no matter how much we would like to, that the 
international political atmosphere will become significantly more favorable 
in the near future. As for the world economy, the recession is deep and it 
seems that even the small improvement that has been predicted for 1983 will 
be slow in coming. More than 120 countries are wrestling with payment dif- 
ficulties ef various degrees and several dozen countries have announced 

their inability to settle their debts. Unfortunately, all this has a dis- 
turbing impact on trade and economic relations. I must add: Although the 
socialist countries have seriously begun to strengthen their economic cooper- 
ation, the results of this will become perceptible only after 1984-\5. 


[Question] What conclusions can we draw from all this with regard to our 
economic policy and plans? 


[Answer] The 1983 plan for the people's economy must be compiled under a 

more difficult set of conditions than that in which the 1982 plan was developed, 
although that was not an easy one, either. We must also prepare for unex- 
pected situations. Experiences warn us that we cannot set our objectives for 
next year from our desires, but only from the existing external economic 
circumstances, the level of development of our economy and its productive 
capacity. For that very reason, it is an even stricter intention of our 
economic policy than previously to intensify our production and intellectual 
capacity and make conservation prevail on a social scale. 


[Question] Is our people's economy capable of producing a foreign trade 


account that not only defrays imports, but reduces interest and our debts 
as well? 
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[Answer] Until 1978, our people's economy adapted itself to the new situa- 
tion slowly and inconsistently and with scant results. 


In the new phase of economic policy--from 1979--the foreign trade account 

has improved and we will attain a surplus exceeding the plan in non-ruble 
account relations. Thus, I can answer your question: We must be capable 

of laying the foundations for a foreign trade balance that serves to defray 
indispensable imports and reduce interest and our debts alike. However, this 
requires greater assets in the foreign trade account than there are this year. 
Of course, such an export surplus does not come about of its own accord: It 
requires greater exports, the national income must exceed domestic utiliza- 
tion and we must pursue a strict policy of economizing in the budget. And 
all this has and will have consequences for enterprise management and the 
consumption of the population alike. 


In this connection, let me single out two very complex and sensitive tasks. 
One is that, in planning, we must find the most favorable mixture of exports 
and imports. It cannot be disputed that, because of the compelling nature 
of the situation, import requirements must be reduced. However, we are al- 
lowed to do so only to the extent that the reduction does not endanger ex- 
ports and domestic supplies. Therefore, what is needed is for us to use 

our economic means not only for regulating purchasing power, but also for 
more vigorously stimulating production that is competitive on the world 
market at branches and enterprises capable of it, for aiding the introduction 
of technologies that replace imports and for encouraging greater efforts in 
energy and material conservation. 


The second task concerns the implementation of the plan: Payments related 
to imports and export incomes must be constantly kept in accord, not only 
from month to month, but also for even shorter periods to enable us to con- 
tinuously maintain our solvency. 


[Question] How have the production and utilization of the national income 
developed in the past years? Can we expect an acceleration df the growth rate 
and a modification of the propositions of distribution? 


[Answer] In recent years, the Hungarian people's economy has switched to the 
course of development resolved in December 1978 and confirmed by the 12th 
party congress--let me repeat it--under more than slight external and inter- 
nal difficulties. 


In the first 2 years of the 5-year plan, industrial and agricultural produc- 
tion will increase by an annual average of 2 percent and the national income 
will increase by 2 and 1-1.5 percent respectively. Although these results 
are more favorable than those of the eighties [as published], the growth rate 
is somewhat lower than the annual 2.5-3 percent planned for the first 2 years 
of the 5-year plan. 


Nevertheless, I must say--unlike many--that we cannot regard this as mere 
stagnation, primarily because there are structural transformations in prog- 
ress behind it which gradually strengthen the new course's characteristic 
economic-political features (for instance, the product mix will be further 
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modernized, productivity will rise in excess of output and the specific 
energy utilization of the economy will decrease). 


The domestic utilization of thenational income did not increase in 1981, and 
it will decrease by approximately 3 percent in 1982. For the first time 
since 1973, we will not be using more than the national income we produce! 
There is no doubt that the major role in this is played by the fact that 
domestic utilization has diminished and, from the viewpoint of future develop- 
ment, this has serious disadvantages as well (although the previous over- 
utilization has had them as well). We are well aware of that, but, under 
today’s payment, production and foreign trade limitations, we had to choose 
the option of the “lesser evil." 


Let us go further: Since 1978, consumption had been increasing 6-6.5 percent 
(I would note that it has hardly increased in 1982), and investments have 
decreased 15 percent. In the relative ratio of consumption and accumulation, 
there has been an all-important change in favor of consumption. 


In another respect, we must also realize the fact that, as an international 
comparison shows, the ratio of fixed assets in proportion to production is 
very great, which is due to the fact that we can create only a scant pro- 
duction surplus with investments whose number irs great but whose useful- 
ness is poor. 


[Question] What conclusdans does all this provide with regard to next year's 
plan? 


[Answer] We can expect distribution proportions to continue to show a simi- 
lar trend in 1983 as in previous years. There are eternal and internal rea- 
sons for this. The external one is that, because of the inconstancy of the 
international money market and the aforementioned economic and international 
political reasons, we must begin reducing our debts 2 years before we ex- 
pected to under the 5-year plan. The internal reason is that, although the 
specific energy utilization of the economy has improved and we have made 
great efforts to increase exports, because of external circumstances and the 
fact that the qualitative characteristics of production, particularly com- 
petitiveness, have not developed satisfactorily, the economy probably will 
not be able to further increase the national income. And we well know that 
this taxes both society and the consistency of economic policy. 


Although we can expect a somewhat greater growth in 1984 and 1985, we will 
still not be able to radically change distribution proportions. However, 

we should be able to modify somewhat the internal composition of distribution. 
We hope to be able to halt the decrease of domestic utilization. In the area 
of investments, greater efforts must be devoted to technical regeneration 
and the conservation of energy and raw materials and not on so-called large- 
scale investments. We must be much more sensitive to supporting technologi- 
cal and market advancement, recognizing qualitative work and resolving so- 
ciopolitical problems. At the same time, we must take even mre consistent 
advantage of the possibilities to economize attainable at state and social 
institutions. 
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[Question] What predictions can be made for the remaining period of the 
Sixth Five-Year Plan? Wil. we have to modify the plan? 


[Answer] We are working out economic policy conceptr for the period up to 
i985 parallel with the 1983 plan. In this, we regard the two main objectives 
--improving the economic equilibrium and retaining, on a social scale, the 
standard of living attained in 1980--as our primary task. However, it can 
be seen that the obligation of adhering to the first objective and the dif- 
ficulties and mainly the resources required are greater than expected and 
that these--unfortunately--affect the realization of the second objective as 
well. As far as can be foreseen, consumption will also have to be reduced 
in 1983 so that we may have sufficient material resources for improving the 
equilibrium and give us the strength necessary for a recovery. 


Another difficulty of planning activity is the fact that there are many 

more uncertain facets of external conditions than at any time before. There- 
fore, we cannot work out the kind of target and resource system for the coming 
years that we have been accustomed to. We must lay better groundwork also 

in economic policy if we want to have more scope for maneuvering and if we 
want to be more flexible in accomplishing our objectives. 


I think that there is no need for us to modify the main endeavors of the 
Sixth Five-Year Plan at the moment. It should be realized, however, that 
there will necessarily be a modification of a few points of the plan, prim- 
arily because--as I have said--we must pay installments on our debt earlier. 
Another reason is that the effectiveness of economic work has produced smal- 
ler reserves, mainly in agricultural production and with regard to agricul- 
tural input, than we needed to offset the deterioration of external conditions 
to a degree to which we could not make allowances for in the plan. 


[Question] Will it be possible to maintain the goal with regard to retaining 
the standard of living? What can we expect in 1983 in this respect? 


[Answer] Our understanding of this goal is that we retain the standard of 
living attained at the beginning of the Sixth Five-Year Plan on a social 
scale. On a “social scale" or “on the average” mean that there are strata 
and families whose standard of living will rise, others will maintain theirs 
and, unfortunately, there are strata that will find life more difficult. 


Since 1950, the entire level of consumption has risen, and this is borne out 
by the per capita consumption of basic products. (For instance, the purchase 
of durable consumer goods or meat consumption.) The standard of commodity 
supplies is also satisfactory. Because of the increase of consumer prices 
in excess of that planned, social tension has increased because this does 
not equally affect certain strata of the population, but has a particularly 
detrimental effect on pensioners with low incomes and faxilies with children. 
As for our concepts for 1983, some reduction of consumpt:ion does not mean 

by any means that it will decrease to below the 1980 level, but we must plan 
for it to be lower than it was in 1981-82. This can manifest itself parti- 
cularly in the development of real earnings. 
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We intend to attain all this not by a significant increase in consumer prices 
in the first place, but by ensuring that wage increases are more in harmony 
with the rise in production and the improvement of performances. At the same 
time, we also keep in mind that, under such circumstances, we must do more to 
alleviate social problems, and the plan is intended to create the resources 
for this through the enforcement of economizing at state and social institu- 
tions. 


Even if with different internal proportions, we will keep up the pace in 
dwelling construction, and the councils are fulfilling plans for construction 
of general ‘school classrooms. 


[Question] The preparation of a long-term plan until the year 2000 began 
a few years ago. How far has this work progressed? What are the preliminary 
concepts of this plan? 


[Anwer] Several people say nowadays: If we do not know what will happen to- 
morrow, how can we try to look forward to as far as the turn of the millenium? 
In my opinion, this is a misunderstanding of long-term planning and a doubt 
that cannot be permitted by our sense of responsibility for the future of 
society. The long-term plan is not prepared so that we may confront it in 
the year 2000 with the figures put down at the beginning of the eighties, 

but so that we may now think over the economic and social characteristics 

on which we can base our action programs in the coming years. 


In almost 80 groups of subjects, 1,000-1,200 scientists, economists, socio- 
logists, technical experts and so forth are working on the elaboration of 
key questions to provide the possible answers. Let me mention a few examples 
and directions awaiting resolution. 


Demographic development is a vital issue: What are the motive forces of 

this in the social structure and how are they related to material conditions 
and the way of life? We know that we cannot depend on hydrocarbons as future 
energy sources, but what should alternative energy sources be composed of and, 
mainly, in what ratio? Or another one: How open should the economy be from 
the viewpoint of exports and imports? How can we take advantage of the bene- 
fits of CEMA cooperation and specialization in the long run? Should scienti- 
fic research and technical development choose the strategy of forging ahead 
on a broad front or the strategy of concentrating forces? We know that our 
infrastructure is backward, that it must be developed and that there is not 
sufficient strength for everything, but what should we highlight within the 
infrastructure? What should the strategy of environmental protection be and 
how large should the material base for this be? And we could continue for a 
long time to enumerate the questions which are being studied within long- 
term planning. 


It lies in the nature of the matter that long-term plans have their basic 
variants; we are not thinking on a single wavelength. We would like to be 
able to cast the material thus far systematized in a form suitable for dis- 
cussion by 1983. We hope that these immensely rich and exciting planning 
concept systems will elicit extensive social interest because we cannot 
build the more distant future either on dreams or on today's uncertainty. 
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Incidentally, long-term planning will also be extremely important because 

we must begin making preparations for the 1986-90 period, for strengthening 
cooperation with the CEMA countries and coordinating our economic policy with 
them. 


[Question] There is also work in progress on the further development of 

our system of the direction of the national economy. However, operative eco- 
nomic direction nowadays frequently contradicts the fundamental principles 

of our direction system and even more the trend of further development de- 
cided upon. Under such circumstances, it is to be feared that methods of 
direction meant as temporary ones hamper the introduction of long-term ones. 
What is your opinion on this? 


[Answer] Disputes on the system of the direction of the national economy 

have commenced anew nowadays; we witnessed this lately at a conference on the 
further development of planning. There are extreme views also in this respect. 
Some people overestimate the favorable impact of the necessary operative 
methods of direction being applied today. Others contest even justifiable 
features of state economic direction that are recognized and practiced in 

most countries of the world today. There, as elsewhere, an extremist ap- 
proach does not help us. What I regard as most important is for us to ac- 

cept the fundamental principles and endeavors we consented to in 1968, upon 

the implementation of the economic reform ard to proceed on this course! 


Of course, the world has surprised us with many things since then. Therefore, 
we must react more rapidly and the operative interim emergency measures must 
not be put at odds with fundamental concepts pertaining to the system of 
direction. 


[Question] Whether they should or not, they are sometimes at odds with each 
other. 


[Answer] One should not confuse the objective economic necessity with mis- 
takes and exaggerations due to subjectivity. If we think it through: There 
are no set or measures without a disadvantageous side. However, from the 
viewpoint of the future, an activity with side effects is still more favor- 
able than the kind of biding one's time that condenses unresolved issues into 
a conflict. However, we do not intend to turn the methods of action applied 
in exceptional cases into a general guide to action! 


[Question] How could this anomaly, which undoubtedly exists today, be re- 
solved? 


[Answer] Primarily by anticipating changes more in the plan for the people's 
economy and economic policy and also preparing the enterprises and society 
for them. We must do so more consistently and reliably in 1983. In this 
way, many mistakes can be prevented because there will be less improvisation. 
We must also speak openly about things which occur only when life forces 

them on us. 
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| am profoundly convinced; We will only be able to solve the problems of the 
Hungarian economy in the coming years if we simultaneously mobilize equal 
intellectual forces, on the one hand, for working out in more detail and 
implementing a new course of development, an economic policy promoting a 
breakthorugh, and, on the other hand, for renewing the directional--regula- 
tory, institutional and planning--systen. 


We have progressed in many respects and have shed many of our illusions. Our 
sense of reality is necessarily stronger today that at any time before. How- 
ever, because the previous illusions are very strong, it is not easy for us 

now that we have to return to reality. The growth rate has slowed down a 

great deal, even in comparison with what we have planned in the modified 
course, but, in the meantime, the economy is being perceptibly transformed. 

Of course, there are people who are only watching this and saying: "What, 

is this all there is? We should not be this far along, but that far along...!" 
Contemplative criticism helps little at the moment--forward-propelling ideas 
and deeds worthy of them are needed! 


The fact that economic policy is rooted more deeply in today's reality is 
the guarantee that there can be progress. Let us look around in the world. 
We are holding our own admirably and have parried the blows that befell us 
from outside in recent years, and we already have plans, or the preparation 
of plans are in full swing, on how to continue to hold our ground and how 
to create prerequisites for more stable and rapid progress. 


CSO: 2500/55 
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HUNGARY 


MINISTER DISCUSSES EXTERNAL ECONOMIC PROBLEMS 
Budapest FIGYELO in Hungarian 28 Oct 82 p 5 


[Article by staff reporter Dr Ivan Wiesel: “Timely Problems of Our External 
Economy ™ ] 


[Text] About 400 statisticians and industrial economists convened in Nyiregy- 
haza to hear the INFO XII lectures and joint reports on foreign trade. They 
Obtained detailed information on the causes of our foreign-trade problems, on 
how these causes are affecting the present state of the economy, on the extent 
to which the efforts to restore economic equilibrium have been successful, and 
on what tasks await our economic units in solving our problems of external eco- 
nomic origin. 


Yardstick: Effectiveness 


Minister of Foreign Trade Peter Veress said that the role of foreign trade in 
a country's economy was not a matter of economic-policy intention or decision, 
rather a natural consequence of the country's resources and of its historical 
and economic development. The scale and structure of our participation in the 
international division of labor were determined by the objective needs of our 
economy and were reflected in its openness. Lately there had been a debate on 
whether or not the openness of our economy and the degree of its dependence on 
the international division of labor were excessive. In comparison with indus- 
trially developed countries of the same size, this degree of dependence could 
not be considered excessive. In 1979, the per capita foreign-trade turnover 
had been 1151 dollars in Hungary, but 4700 dollars in Finland, 4200 dollars in 
Austria, and over 6000 dollars in Denmark. 


In conjunction with the problems of external economic equilibrium, one encoun- 
ters also suggestions that participation in the international division of la- 
bor should perhaps be curtailed. In the speaker's opinion, expansion of our 
international economic relations and multilateral utilization of comparative 
advantages are an important condition of our economic growth. Only an adeqaute 
choice of foreign markets and the concentration of our efforts on improving our 
comptetitiveness can alleviate our present difficulties. Our dependence on im- 
port is very great. For example, we are importing 78 percent of our petroleum 
requirement, 96 percent of the iron ore requirement, and 67 percent of our coke 
requirement. The high proportions of import are an objective consequence of 
our paucity of natural resources, and in themselves they are not causing any 
Structural distortions. Therefore efforts at self-sufficiency that disregard 
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economic effectiveness are unwise. We have already experienced in the 1950's 
the harmful consequences of such a policy. 


In conjunction with forming the structure of foreign trade, many persons em- 
phasize aS an axiom that our country must unconditionally strive to export 
higher-order goods and to import basic materials. The minister expressed his 
opinion that the main criterion in evaluating the structure of foreign trade 
was economic effectiveness, the possibility of utilizing the comparative ad- 
vantages, and not the form of utility value. For example, who could question 
the role that foreign licenses, machinery and equipment were playing in the 
introduction of modern technology. Or who could doubt the effectiveness of 
expanding agricultural and food-industry export. 


Speaking of the present structure of foreign trade, Peter Veress noted that 
machinery and transport equipment accounted for 34 percent of Hungary's total 
export in 1981. This proportion was higher than in the case of Denmark, Fin- 
land, Switzerland or Austria. But in terms of the proportions of industrial 
products jointly, these countries were ahead of Hungary. 


In countries with small domestic markets, the degree of specialization is an 
important indicator of the level of economic development. It is common know- 
ledge that when the domestic market is limited, the economies of scale result- 
ing from production in large series can be realized only through intensive par- 
ticipation in the international division of labor. 


How Long Will the Stresses Last? 


The speaker reviewed the causes of our present external economic difficulties. 
He analyzed the stresses caused by the price shocks, rising interest rates and 
the constriction of the sources of credit, and devoted close attention to the 
phenomena of “overdistribution” that have surfaced in the domestic economic pro- 
cesses. He dwelt separately on the principal features of the international 
political situation and how they are affecting economic relations. 


In his assessment he established that these developments had caused serious and 
unforeseeable difficulties in Hungary's external economic relations, and that 
occasionally economic management had been late in recognizing these difficulties 
and in adopting the necessary measures. In the work of organizing and managing 
the economy, the accumulatiny problems necessitated the adoption of suitable 
measures commensurate with the exceptional situation. 


The question has often been raised as to how long this serious Situation, re- 
quiring exceptional measures, would last. Peter Veress said that this question 
could be answered only in general: the exceptional measures would remain in 
force so long as the difficult situation required them. He expressed the hope 
that if in 1983 the set of conditions for economic activity did not deteriorate 
further and even showed slight improvement, it would be possible to gradually 
dismantle the emergency measures. He referred to the fact that in our time the 
introduction of direct measures was not peculiar to Hungary, and that the prob- 
lems which had arisen in the world economy and were hampering the internation- 
al division of labor compelled even the strongest capitalist countries to intro- 
duce measures that went beyond the traditional regulation of the business cycle. 


In conjunction with the experience to date in operational management, the min- 
ister said than in general this experience had compelled the economic units to 
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adjust to the more difficult conditions. He also indicated than in 1983 eco- 
nomic management would strive to make its measures more predictable. 


In the interest of economic equilibrium we have introduced also the mandatory 
and temporary curtailment of import, and we have not concealed this fact from 
the international economic organizations. The restrictions are foreign to the 
nature of our economy, which wishes to steel the economic units also through 
import competition. Therefore we will revert to normal practice as soon as our 
liquidity permits. We must not, and do not intend to, make a virtue of imporc 
restrictions. 


Import management for 1983, the methods of which are now being developed by the 
experts, will strive to reduce “manual control” in import. Even at the lower 
import volume, the enterprises will be able to adapt import to their own needs, 
and in this they will have broader decision-making authority. 


Speaking of import substitution, Peter Veress made it clear that effectiveness 
was the decisive criterion of import substitution from the viewpoint of our ex- 
ternal economic strategy. Therefore foreign-trade policy did not wish to make 
general import substitution its centerpiece and primary instrument. Now when 
we are having import problems, as a temporary stopgap measure the substitution 
of imporr may be justified even in cases when the requirements of effectiveness 
take second place. But this must not be allowed to become general practice. 


The speaker briefly mentioned also import economization, in which we still have 
enormous reserves. It is in the common interest of the economic units and of 
the economy to reduce the excessive consumption of materials and energy in mak- 
ing our products, because this not only increases the costs of import but is 
also a poor recommendation regarding the modernness of the products. There al- 
ready are good initiatives in this field, and it is to be hoped that not only 
the economic recommendations but also their mandatory nature will compel both 
producers and users to greater economization in the consumption of materials 
and energy. 


The speaker discussed in detail the Hungarian economy's opportunities on foreign 
markets. He reviewed the effects that the first and second 011 shocks had on 
the world economy and the Hungarian economy, and he analyzed the trends in the 
development of the terms of trade and the losses resulting from them. He noted 
that in trade with both principal provenances and destinations the worsening 

of the terms of trade must be regarded as an “independent variable” and its 
costs would have to be earned each year. 


Regarding economic cooperation with CEMA countries, the speaker established, 
among Other things, that problems similar to those of the Hunc:  °" #conomy 
were also evident in most CEMA countries. The common problems i ot rule the 
further development of relations: expansion of the socialist international di- 
vision of labor and integration would remain a significant factor of the member 
nations’ growth also in the coming years. 


Role of Information 


Concerning the foreseeable development of our balance of trade in 1982, the min- 
ister said that we could expect a surplus in nonruble-denominated foreign trade. 
Speaking also of ruble-denominated foreign trade, he established that this trade 
was developing essentially in accordance with the plan. 
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Evaluating this year's performances, the minister dwelt on the results to date 

of the programs for improving the balance of payments. In agriculture and the 
food industry these programs have been very successful; in industry, however, 
they have been less successful than expected. The expansion of export generally 
has been slower than economic management assumed originally. He pointed out 

that in the future a decisive and large-scale expansion of export would be the 
only way of ensuring the stability of foreign-trade equilibrium. He spoke of 

the foreign-market problems of export expansion, of the world-market price trends, 
and of the capitalist countries’ trade-policy measures that were detrimental 

to Hungary. 





He discussed in detail the role that information systems are playing in explor- 
ing foreign markets, in formulating export-import policy, and in cooperation 
between enterprises. He established that the quality of the flow of informa- 
tion was not yet adequate. Information must be used more effectively in the 
future, because without this it would hardly be possible to intensify mutually 
advantageous production and trade activity. 


The “hard knocks" that the Hungarian economy endured during the past year have 
made it tougher, and Hungarian economic management has been able to function 
effectively despite the considerable constriction of foreign credit resources. 
This behavior should be followed at every level of economic activity. 


Surpluses Must Be Increased 


The difficult economic conditions have brought production and foreign trade 
closer to each other. In spite of this, finger-pointing and attempts to shift 
responsibility are still common. It must be understood, said Peter Veress, 
that there is no separate production aspect and separate foreign-trade aspect 
in judging the level of a country's development, nor can there be the paradox 
of developed production and underdeveloped foreign trade, or of developed for- 
eign trade and underdeveloped production. Also for this reason it 1s import- 
ant to further strengthen production and foreign-trade relations inthe future, 
based On mutual economic self-interest. 


The minister reviewed the changes introduced in the organization of foreign 
trade in order to strengthen cooperation between production and trade. He 
said that the management of foreign trade accepted the conflict that occasion- 
ally arose from the parallel granting of foreign-trade rights. Generation of 
a healthy spirit of competition was an important part of the instruments for 
forcing a rise in economic effectiveness. To better support initiatives and 
to encourage risk-taking, it is necessary to further improve foreign trade's 
system of institutions. 


In conjunction with the further development of the system of economic manage- 
ment, Peter Veress emphasized the necessity of introducing and spreading meth- 
ods that enhance the rapid rise of economic effectiveness and provide incen- 
tives for a significant expansion of competitive export and for the interna- 
tional recognition of Hungarian labor. Economic regulation must continue its 
efforts to compel the Hungarian economy's flexible adjustment to the processes 
of the world economy. 


The quality of management is unquestionably important. But of primary import- 
ance from the viewpoint of solving our economic problems is what our enterprises 
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are producing and for how much, and how foreign trade markets their products 
and procures the necessary imports. In 1983, while maintaining the level of 
import, the surplus in the balance of nonruble-denominated trade must be dou- 
bled. This task is a challenge unprecedented in the history of the Hungarian 
economy. Next year will be decisive from the viewpoint of our ability to en- 
sure the conditions for stabilizing the external economic equilibrium. Peter 
Veress concluded his lecture by saying that this would be a great test, but 
there was no sensible alternative. 


1014 
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HUNGARY 


BRIEFS 


UPSWING IN PORK PRODUCTION-~According to the September livestock census, the 
herd of hogs has increased by 913,000 over that of a year ago and now totals 
an unprecedented 10 million head. The cyclical fluctuation in the hog 
population has come to an end. Correct breeding and more reliable sales 
policies have promoted enthusiasm for hog raising. Through modest, 
relatively cheap improvements in livestock quarters, state and cooperative 
farms have been able to increase their herds by 152,000 and 217,000 head 
respectively in the course of a year. Growth has been spurred by the fact 
that the large farms utilized the potential of the facilities of the 
household plot holders to an extraordinary extent. Partly as a result 

of organization and practical aid from the large farms, over half the hogs 
are being raised by small producers and auxilliary farms. Conditions have 
been established which help make pork production profitatle on both a 
large and small scale. Profitability will become still greater when the 
purchase price of fattened hogs increases by an average of one forint 60 
fillers per kilogram in January 1983. The fact that the number of sows is 
higher than ever before and that the supply of feed is ample and continuous 
will maintain the current enthusiasm for hog raising. This will lead not 
only to satisfactory domestic pork supply next year but will further 
production of the commodity stock for exports so essential to the country. 
[Budapest NEPSZABADSAG in Hungarian 10 Nov 82 p 1] 


CSO: 2500/49 
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POLAND 


HOUSING SHORTFALLS, PROBLEMS ASSESSED 
Warsaw ZYCIE GOSPODARCZE in Polish No 32, 29 Aug 82 p 3 
[Acticle by Teresa Gornicka: "Fewer Apartments, Still") 


[Text] Regrettably, an unexpected slowdown in the hous- 
ing decline did not occur. According to GUS [Main Sta- 
tistical Office], 14 percent fewer apartments were 
completed in the course of the first 6 months of 1982 
than during a corresponding period last year. A marked 
decline occurred in the socialized construction sector. 
Construction enterprises have completed 48,100 apart- 
ments, 32.4 percent fewer than in 1981, thus fulfilling 
only 33 percent of the annual plan. 


The message of these figures is certainly disturbing. They put a question 
mark on how realistic the annual plan is, since it envisages completion of 
145,000 apartments by the socialized construction sector. No improvement was 
noted in July: 7,100 apartments were completed for users, which shows a fur- 
ther decline in relation to the monthly averages for the first half year. 


No Quick Fix 


True, there were years in which annual plans seemed beyond recovery after the 
first 6 months but the quick fixes that followed in the fourth quartet success- 
fully patched up plan indexes. It is a separate issue how much genuine housing 
increment this represented and how much was just data-juggling. It is worth 
realizing, however, that interest in quick-fix methods is a thing of the past. 
First, because the new management system provides for no direct relationship 
between actual results of plan fulfillment and wage levels. Until now actual 
results, regardless of economic effects, were rewarded in the construction 
sector by bonuses given everyone from construction site laborer to association 
director. Now, these bonuses must be earned, and construction employees are 
not the only ones to know that quick-fix methods yield no earnings. 


Second, investors are less tolerant now when taking over completed buildings. 
Cooperative investors, troubled with self-financing, are hopefully unlikely to 
be lenient with shoddy construction craftsmanship that as a rule has accom- 
panied quick fixes. They are aware that enforcement of patch-up finishing 
jobs will become more difficult than in the past. Until now, losses suffered 
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on this account by a contractor or by other parties, were covered from budget 
funds. Now, such losses reduce financial results of enterprises which, accord- 
ingly, will attempt to steer clear of then. 


An occasionally encountered view is that the reform principles should be com- 
plemented for the benefit of the construction sector by the inclusion of actual 
assessment criteria to partially correlate bonus payments with actual results. 

I do not believe this would be possible. An enterprise is free to set the cri- 
teria under which it pays out monies from its award fund. There is nothing to 
prevent it from designating its resources, economized for the bonus fund--if 

any are economized--to be paid out for comprehensive completion of actual tasks, 
that is, for prompt preparation of buildings for occupancy. These would be fine 
standards, except that disinterested fine feelings should not be counted on 
these days. On the other hand, all sorts of incentive awards, received by 
construction sector under the previous arrangement to encourage ahead-of- 
schedule completion of buildings and paid out funds allotted for that particu- 
lar purpose, are now a thing of the past. 





Currently, construction cycles are supposed to be regulated by contracts made 
by investc:.’s and contractors, specifying, among other things, deadlines for 
completing buildings for occupancy which are safeguarded by a system of con- 
tractual penalties. Mutual relations between investors and contractors have 
not been spelled out in detail yet. An important piece of legislation re- 
ferred to as general conditions for investment implementation has not been 
issued. Doubts can be entertained in advance, however, whether contracts will 
succeed under present conditions to discipline investment cycles in housing 
construction. 


An investor can pose requirements and insist on them to the letter only when 
he is blameless himself by having assured contractor's access to a construc- 
tion site on time, having equipped him with all technical facilit pre- 
scribed in the regulations, in brief, by having met all his obliga..ons as 
investor. At present, however, investors are for the most part unable to 
meet those obligations. If a contractor agrees to start contract work despite 
that, an investor is also forced to compromise, but then he loses the chance 
to enforce completion of a construction project on schedule. As construction 
proceeds, investors are forced to pay advances to a building contractor to pro- 
vide for his support. In effect, a contractor enterprise feels less rushed 
about the final step of conveying a completed project for use than it used to 
under the previous arrangement where delays implied loss of bonuses. 


Thus, for the system of contractual relations to function as an instrument to 
discipline investment cycles in housing construction, the entire sphere of 
housing investment programming and preparation must be put in order. If the 
situation in this area is not put under control, a crucial springboard will be 
lacking for overcoming housing construction defects accumulated over the years. 


Everything is likely to proceed according to the old style in the current 

years. Construction enterprises, possessing surplus capacities at least as far 
as assembly work is concerned, have been rushing to enter construction sites 
without any reservitions. Currently, 178,000 apartments are under construction, 
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covering nearly a 1.5-year plan. Assembly work continues, and summaries of the 
first semester indicate that utility hookups and finishing work are encounter- 
ing increasing difficulties. 


Price of the Reform? 


Are the poor results of the first semester in housing construction in any way 
related with all the things happening in the construction sector in connection 
with its switch to a reformed management system? It is generally known that 
precisely in the construction sector the reform has run into a frightening de- 
gree of wasteful technology, excess of fixed assets for production and an un- 
reasonable model of contract work, 


The command-distribution system, developed in the construction sector beyond 
reasonable limits, has left behind a wasteland as far as qualified managerial 
personnel is concerned. It was typical of the construction sector that enter- 
prise associations were directing enterprises to a greater extent than else- 
where. Their authority included distribution of contract work and of all sup- 
plies. Analytic and program functions of enterprises were also performed by 
the associations which amassed personnel best suited for such tasks in their 
headquarters in major cities. It is not surprising that, once the associations 
were dissolved, their employees have been more than welcome in the enterprises. 


The reform revealed clearly all those flaws in the construction sector which 
it itself had sensed. It went through dramatic moments when the first semes- 
ter application of the reform revealed that, with existing indebtedness, over- 
investment, and organizational inertia, construction enterprises were unable 
to assure their economic survival. The strictures of the reform doomed for the 
most part a majority of housing sector contractor enterprises, 


It is difficult to say whether a sense of endangerment can explain away any- 
thing in the housing construction sector at this time. For a fact, the whole 
mess of determining a way for arriving at construction prices and construction 
materials prices disoriented the enterprises and hindered their finding their 
new place under the reform. In isolated cases, producers even refused to sell 
material to decidedly inferior enterprises, regarding them as insolvent part- 
ners. 


Construction enterprises wer+ ‘ed by a life-preserver system to prevent 
their foundering. Among othe » the period during which nonresidential 
construction enterprises are requ d to demonstrate their creditworthiness, 
or realistic programs for becoming economically sound, has been extended vntil 
l September. The construction minister has been authorized to relieve them 
from repayment of amortization on fixed production assets that cannot be util- 
ized at present but are listed among enterprise assets. In justified cases, 
banks are to offer grace periods on repayments of investment credits incurred 
in the past for unused assets owing to the reduction of the housing construc- 
tion investment program. 


Moreover, regulated prices leave contractor enterprises substantial leeway in 
determining costs. In sum, the reform has ceased to be a scare, Until now no 
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one in the housing construction sector has been placed under bankruptcy. All 
concerned still have opportunities to stay afloat. 


Facilitation and concessions granted in the initial application of the reform 
in housing construction were indispensable. This is not equivalent, however, 
to granting it a permanent preferential status. An especially close follow-up 
is needed on the pricing problem. If arbitrary, retrospective price-setting 
evolves as a way to deal with the restraints of self-financing, enterprises 
will become free from the compulsion to have sound reasons for their costs. 
And it is especially in the construction sector that this should not be per- 
mitted under any circumstances, for its consequence would be virtually no 
change in the functioning of that sector, Enterprises, rather than apartments 
would be rescued. Many questions need to be asked in view of the fact that al- 
ready after the first semester nonresidential construction posted an overall 
substantial improvement in profitability--its recorded indicator is 10.3-- 
though at the same time it completed over 30 percent fewer apartments than a 
year before. 


To Match the Possibilities? 


A search for the cause of poor performance in housing construction is now like 
groping in the dark. Accounting records in this area are beyond the scope of 
authority of the Ministry for Construction and Construction Materials Industry. 
National GUS [Main Statistical Office] reports do not reflect data in specific 
breakdowns. 


Of course, first we must answer the question whether materials for construction 
had been available at all. 


The situation in building materials is known to be far from superior. For 
example, if completion of orders for power cables in the first semester was 
under 23 percent of deliveries planned for the entire year, obviously certain 
facilities had not been hooked up to power sources. This could have been the 
only reason why some of them have not been tansferred to users. There are 
persisting difficulties with glues, paints and varnishes. Nails have dis- 
appeared from the market for good. Only last June was the problem of bathtubs 
and gas stoves solved. Every other item on the list of 3,000 categories of 
materials and products for construction purposes is difficult to obtain. 


Such is the true picture, easy to document. Is it a genuine impossibility to 
handle these problems resourcefully at this time, or is resourcefulness simply 
lacking? 


In fact, recent NIK [Supreme Audit Chamber] checks have shown that steel use 
was rising in some enterprises, which was due, as it turned out, to steel mills 
delivering steel products with larger crosssection surfaces than those ordered. 
Consequently, it is difficult to resort to explanations that uneven supplies of 
steel, signalled by enterprises also in the first semester, were caused by 
objective factors. 


The construction sector is not the only sector in the national economy to suf- 
fer from inadequate supplies. Production decline in many subdivisions of the 








construction materials industry is a consequence of general economic disrup- 
tions and, unfortunately, import barriers. Restrictions on materials made it 
necessary for us to retreat from the construction level attained and from the 
housing development program approved by the Sejm. In housing construction, we 
reverted to 1971 levels, even in the planning of size. This decline can be 
substantiated by the overall investment inadequacy of our economy. Still, 
according to pronouncements of all sorts, that was supposed to be the lowest 
level, the bottom from which a rebound could be attempted. Governors even 
declared higher apartment construction capability than did central authorities, 
envisaging this year’s plan fulfillment at a level of 215,000 apartments. 


How does that compare now with plan fulfillment in Elblag voivodship where 
14.9 percent of the annual plan has been fulfilled in the first semester, 
Suwalki voivodship where 17.7 percent planned apartments were conveyed to 
users, Biala Podlaska voivodship where the annual plan has been fulfilled in 
19.3 percent? The outlook is not good in urban centers, important because of 
their intensified needs: in Warsaw after the first semester 23.4 percent of 
apartments planned were given to users; in Gdansk rian fulfillment is slightly 
over 25 percent and in Katowice it is 28 percent. 


It is perhaps easy these days to err inassessing possibilities. However, the 
origin of error must be found and junctures at which construction processes 
have been blocked in the very short semester term should be determined. Diffi- 
culties in materials supplies cannot be used endlessly for cover. Neither cot- 
tage industry nor artisan craftsmen are likely to manufacture electrical cables. 
Resources must be found to import components needed for their manufacture. Yet 
there is a long list of materials and manufactures that are «aot being made be- 
cause of restrictions on imports, although they can be successfully replaced 
with other materials manufactured from domestic resources. Producers, however, 
except for isolated cases, show no major interest in this problem. The matter 
cannot be left to its own course, Even in a reformed economy local authorities 
can channel producer interests prioritizing issuance of licenses for launching 
desirable kinds of production. If the problem of materials supply is not 
solved, there will indeed be no way to salvage apartments. 


At the Frontline of Hope 


There will also follow a final breakdown of the hope to overcome the housing 
shortage by individual private construction. For years it has been debate) 
whether anyone could afford to build a family home, yet there are people who 
opt to do so. In terms of floorspace, fuli 40 percent of dwellings have been 
created in private construction. There are grounds for apprehension that 

there will be decreasing numbers of people who will be able to make that 

effort in view of rising cost of living and construction expenses, although 
much depends on the manner of financing to be adopted for the private construc- 
tion sector. Credit terms have already been changed, primarily in granting 
higher amounts. 


It is an open question how the new terms will affect developments in family- 
home construction. Although the results of the first half-year are poor, and 
only 29 percent of houses planned for completion in 1982 were completed by the 
end of last June, that still represented nearly 50 percent more houses than in 
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a comparable period of last year, Considering tiat there are nearly 200,000 
houses (208,000 by the end of 1981) in various stages of completion, it can be 
expected that we will not go below the attained level in the next period, Pri- 
vate investors, as a rule, do not back out of a construction project once begun. 
Provided, of course, that materials permitting a relatively smooth construction 
process are available on the market. 





Most telling for the future of private construction is the number of building 
permits issued this year. It can be regarded as a general indicator of down- 
ward trends, or upturns in private construction, According to GUS data, the 
number of permits issued in the first semester of 1982--32,400--is identical 
with the figure for the first semester of 1979 and slightly lower than the 
figure for a comparable period of 1978. Some shifts have occurred among pro- 
spective house investors in favor of private construction in rural areas. 








It is better not to draw far-reaching conclusions--people must have money if 
they decide to start such a costly venture these days, These figures could just 
as well provide the basis for speculation about a grim determination induced by 
the housing shortage in our country and the lack of prospects to obtain an 
apartment, other than by very substantial sacrifices over many years. To be 
sure, there are affluent persors as well among those building their homes, 

e.g., only 60 percent of home builders use bank credits in private construc- 
tion for the nonfarming populat: .»n. Persons who do not seek credits are pri- 
marily those who do not wish to be subject to various constraints, including 
floorspace limitations required by bank-credited projects, 


The data quoted here certainly demonstrate that the opportunity to commit so- 
cial energies and financial resources in a housing-oriented variant of crisis- 
solution is not lost yet. A whole army of young adults, banded together in 
various small cooperatives, are begging for some building lots. These pro- 
spective builders are not included in the register of permits used. A 
dilemma therefore loses none of its currency: are we going to overcome the 
crisis at the cost of dwellings or are dwellings to become the factor that 
will support efforts to recover economic and social balance? 


8795 
CSO: 2600/9008 
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POLAND 


SPECIAL CURRENCY EXCHANGE RATES PUBLISHED 
Warsaw TRYBUNA LUDU in Polish 22 Nov 82 p 7 


[Text] Announcement of Exchange Rates Table No 49/82, effective 22 November 1982, 
by Stanislaw Majewski, president, Polish National Bank, on 22 November 1982. 


I. Foreign-currency exchange rates in zlotys for countries of the first payments 
area [socialist countries] for commercial and noncommercial payments remain 
unchanged. 


In purchases of travelers’ checks for rubles, issued by the USSR Foreign Trade 
Bank and payable outside the USSR in the currency of the country where cashed, 
an exchange rate of 11,787.90 zlotys per 100 rubles is applied. 


ll. Foreign-Currency Exchange Rates in Zlotys for Countries of the Second 
Payments Area [Capitalist Countries]. 


[Table on following page] 
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Exchange Rates Table No 49/82 





























Curr Foreign Exchange Money 
Country Symb Currency Purchase Sales Purchase Sales Average 
4 5 1 2 6 
Saudi Arabia 771 1 rial*** 25.51 25.77 -- 8 25.64 
Australia 781 1 Aust. dollar 82.38 83.20 81.13 84.45 82.79 
Austria 786 100 schillings 483.66 488.52 476.37 495.81 486.09 
Belgium 791 100 francs 175.30 177.06 172.66 179.70 176.18 
Denmark 792 1 kroner 9.69 9.79 9.55 9.93 9.74 
Finland 780 1 markka 15.76 15.92 13..32 16.16 15.84 
France 793 l franc 12.02 12.14 11.84 12.32 12.08 
Greece 724 100 drachmas 119.70 120.90 103.74 122.71 120.30 
Spain 785 100 pesetas 72.87 73.61 71.78 74.70 73.24 
Holland 794 1 florin 31.24 31.56 30.77 32.03 31.40 
India 543 100 rupees*** 893.44 802.42 as -+ 897.93 
Ireland 782 1 pounds** 115.28 116.44 =H ~~ 115.86 
Japan 784 100 yen 32.79 33.11 32.29 33.61 32.95 
Yugoslavia 718 100 dinars 125.07 126.33 108.41 128.21 125.70 
Canada 788 1 Canad. dollar 71.57 72.29 70.49 73.37 71.93 
Kuwait 770 1 dinar*** 298.88 301.88 == -- 300.38 
Lebanon. 752 1 pound 20.70 20.90 20 . 38 21.22 20.80 
Libya 651 1 dinar*** 296.30 299.28 -- -- 297.79 
Luxembourg 790 100 francs 175.30 177.06 172.66 179.70 176.18 
No rway 796 l kroner 11.98 12.10 11.80 12.28 12.04 
Portugal 779 100 escudos 95.89 96.85 83.11 98.30 96.37 
FRG 795 1 mark 33.95 34.29 33.44 34.80 34.12 
United States 787 1 dollar* 87.74 88 .62 86.42 89 .94 88.13 
Switzerland 797 1 franc 39.65 40.05 39.05 40.65 39.85 
Sweden 798 l kroner 11.61 11.73 11.44 11.90 11.67 
Turkey 627 100 pounds 56.24 56.80 48.74 57.65 56.52 
Great Britain 789 1 pound** 142.68 144.12 140.53 146.27 143.40 
Italy 799 100 lira 5.90 5.96 5.11 6.05 5.93 
* Valid also in clearing accounts with the following countries: Bangladesh, 


Brazil, Ecuador, Greece, Iceland, Kampuchea, Colombia, Lebanon, Pakistan, 


Peru and Turkey. 


*k Valid also in clearing accounts with the following countries: Nepal and 


Pakistan. 


xxx The Polish National Bank does not purchase money in these currencies. 


CSO: 2600/93 
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